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REPORT 


OF  THE 

> 

SPECIAL  COMMISSIONER  OF  THE  REVENUE. 


Treasury  Department,  ) 

Office  of  Speciae  Commissioner  of  the  Revenue,  v 
Washington,  Decembe r,  1866.  ) 

To  the  Honorable  Hugh  McCulloch, 

Secretary  of  the  Treasury. 

Sir  :  In  accordance  with  the  Act  of  July  13,,  1866,  creating  the 
office  of  Special  Commissioner  of  the  Revenue,  which  provides  that 
“  the  said  Special  Commissioner  shall,  from  time  to  time,  report, 
“  through  the  Secretary  of  the  Treasury,  to  Congress,  either  in  the 
“  form  of  a  bill,  or  otherwise,  such  modifications  of  the  rates  of  taxa- 
“  tion,  or  of  the  methods  of  collecting  the  Revenues,  and  such  other 
“  facts  pertaining  to  the  trade,  industry,  commerce,  or  taxation  of  the 
“  country,  as  he  may  find,  by  actual  observation,  of  the  operation  of 
“  the  law,  to  be  conducive  to  the  public  interest/’  the  undersigned  has 
the  honor  to  submit  the  following  Report,  and  would  request  that  the 
same,  if  approved,  be  submitted  to  Congress  : 

INTERNAL  REVENUE. 

The  exhaustive  report  of  the  Commissioner  of  Internal  Revenue, 
already  presented,  obviates  the  necessity  of  any  extended  reference  by 
the  Special  Commissioner,  to  the  working  and  details  of  this  depart¬ 
ment  of  the  National  Revenue  System  ;  but  to  a  few  points  he  would 
further  direct  attention. 

By  the  Act  of  July  13,  1866,  an  abatement  or  repeal  of  internal 
taxation  on  various  articles  to  the  extent  of  about  fifty  millions  of 
dollars,  was  provided  for,  and  this  legislation,  as  was  anticipated? 
has  not  failed  to  give  sensible  and  timely  relief  to  many  branches  ol 
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domestic  industry  ;  more  especially,  as  respects  crude  petroleum, 
domestic  sugars,  clothing,  boots  and  shoes,  books,  cordage,  railroad 
freights,  and  the  manufactures  of  steel,  iron  chains,  cables,  etc. 

The  Commissioner  is  not,  however,  able  to  report  any  general  reduc¬ 
tion  in  the  prices  of  the  articles  relieved,  corresponding  to  the  reduc¬ 
tion  of  taxation  ;  but,  on  the  contrary,  in  some  instances,  owing, 
probably,  to  the  fact,  that  heavy  taxation  had  previously  diminished 
production  to  a  point  below  the  absolutely  necessary  supply,  the  prices 
would  seem  to  have  increased,  concurrently  with  the  abatement  of  the 
taxes.  Such  a  result  must,  however,  be  but  temporary. 

Tax  on  Broker’s  Sales. — One  of  the  most  successful  modifications 
effected  by  the  Act  of  J uly  13,  1866,  has  been  that  which  substituted 
in  place  of  a  general  tax  on  the  sales  of  stockbrokers  of  one  twentieth 
of  one  per  cent.,  payable  monthly,  a  tax  of  one  one-hundredth  of  one 
per  cent.,  payable  by  means  of  stamps  affixed  to  the  bill  or  memoran¬ 
dum  of  each  sale  ;  a  heavy  penalty  being  provided  for  the  delivery  or 
reception  of  any  bill  or  memorandum  of  such  sale  without  the  necessary 
stamps  affixed.  The  law,  as  it  formerly  stood;  was  a  source  of  con¬ 
stant  trouble,  vexation,  and  litigation,  between  the  Government  and  the 
brokers,  while  the  tax,  in  itself,  was  so  oppressive,  as  to  induce  a  very 
general  evasion  of  it,  and  consequent  loss  to  the  revenue.  The  Com¬ 
missioner  is  now  happy  to  report,  that  the  operation  of  the  present  law 
is  most  satisfactory  ;  that  its  provisions  are  all  but  universally  com¬ 
plied  with  ;  while  the  indications  are,  that,  although  the  tax  has  been 
reduced  from  one  twentieth  to  one  one-hundredth  of  one  per  cent.,  the 
revenue  from  this  source,  so  far  from  being  diminished,  is  likely  to  be 
considerably  increased. 

Stamp  Tax  on  the  Sale  of  Fermented  Ltquors. — The  report  of 
the  Revenue  Commission,  submitted  February,  1866,  established,  almost 
beyond  a  doubt,  the  fact,  that  the  Government  was  defrauded  in  the 
collection  of  its  legitimate  revenue  from  fermented  liquors  to  the  extent 
of  about  forty  per  cent.,  involving  an  absolute  annual  loss  of  about 
two  millions  four  hundred  thousand  dollars. 

To  remedy  this,  the  Act  of  July  13th  provided,  that,  in  addition  to 
an  obligation  imposed  on  the  brewer  to  make  a  monthly  return  of  the 
products  of  his  manufacture,  the  tax  itself  should  be  paid  by  the 
affixing  of  an  adhesive  paper  stamp  to  each  barrel  sold  and  removed 
from  the  place  of  manufacture,  with  an  additional  requirement,  that 
the  stamp  should  be  cancelled  by  the  retailer  or  consumer. 
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The  adoption  of  this  plan  by  Congress,  was  recommended  by  the 
Revenue  Commission  with  no  little  hesitation  ;  for,  while  the  then 
existing  law  seemed  to  be  entirely  inadequate  to  protect  the  Govern¬ 
ment  and  the  honest  dealer  against  fraud,  the  adoption  of  the  stamp 
system  for  the  first  time  in  respect  to  an  article  of  this  character,  did 
not  appear  to  he  wholly  free  from  difficulties.  The  Commissioner  is, 
however,  able  to  report,  that  the  plan,  so  far  as  has  yet  been  tested,  is, 
substantially,  a  success,  and  needs  only  the  general  adoption,  on  the 
part  of  the  brewers,  of  a  proper  adhesive  material  for  affixing  the  stamps 
to  the  barrel,  and  a  selection  of  Inspectors  more  capable  and  honest 
than  many  now  holding  office,  to  make  it  entirely  so. 

So  far  as  can  he  judged  from  the  return  of  beer  stamps,  printed  and 
delivered  to  the  department,  from  August  20  to  November  15— 
viz.,  5,193,520,  hogshead,  barrel,  and  fractional  stamps,  of  a  total  value 
of  $1,886,855 — the  revenue  from  this  source,  for  the  present  fiscal  year, 
is  likely  to  be  very  materially  increased.* 

Distilled  Spirits. — A  careful  revision  of  the  law  regulating  the 
manufacture  and  sale  of  distilled  spirits,  and  the  collection  of  the  tax 
thereon,  was  made  by  Congress  at  its  last  session — the  system  recom¬ 
mended  by  the  Revenue  Commission  being  substantially  adopted. 

A  leading  feature  of  this  system,  was  the  placing  of  each  distillery 
under  the  surveillance  of  a  Government  Inspector  ;  it  being  assumed, 
that  as  the  Government  has  an  interest,  under  the  present  tax  (two 
dollars  per  gallon)  of  ninety  per  cent,  in  the  value  of  all  spirits  dis¬ 
tilled,  it  would  be  an  object,  on  its  part,  to  subject  the  business  to  the 
most  careful  supervision.  It  was,  however,  foreseen  by  the  Revenue 
Commission,  that  the  establishment  of  some  check  upon  the  Inspectors 
themselves,  would  be  most  expedient,  in  order  to  counteract,  to  a  cer¬ 
tain  extent,  the  powerful  inducements  to  a  dereliction  of  duty,  which 
the  dishonest  distillers  are  able  to  offer  ;  and  the  form  of  a  supple- 

*  Thi  following  table  shows  the  denomination  of  stamps  supplied  from  August  20  to 
November  15,  I860,  and  also  the  quantities  in  which  fermented  liquors  enter  into  the 


market  for  consumption  : 

114,360  hogshead  stamps . value. .  $228,720 

487,090  barrel  “  “  ..  487,090 

686,290  half-barrel  “  “  ..  343,145 

2,509,100  one-quarter  barrel  stamps .  “  ..  627,275 

624,960  one-sixth  “  “  . ~ . .'....  “  ..  101,160 

771.720  one-eighth  “  “  .  “  ..  96,465 


5,193,520  stamps,  of  the  total  value  of . $1,886,855 
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mentary  bill  was  accordingly  reported,  authorizing  the  appointment  of 
district  officers,  to  be  termed,  u  Supervisors  of  the  Revenue,”  whose  duty, 
coupled  with  that  of  a  general  supervision  of  all  revenue  officers,  was 
particularly  to  see  that  inspectors  of  distilleries,  breweries,  and  tobacco 
manufactories,  as  well  as  local  weighers  and  gaugers,  were  transferred 
or  “  rotated/'  from  time  to  time,  from  one  establishment,  or  one  dis¬ 
trict,  to  another.  The  consideration  of  this  bill  was  very  generally 
protested  against  by  Revenue  officers — and  more  especially  by  those 
from  the  Southern  districts  of  New  York — and  no  action  was  taken  in 
reference  to  it  by  Congress.  The  experience  of  the  la§t  four  months, 
in  the  working  of  the  spirit  and  tobacco  laws,  have,  however,  demon¬ 
strated  the  necessity  and  importance  of  the  enactment  of  some  such 
provision  as  was  contained  in  the  bill  in  question,  and  the  Special 
Commissioner  unites  with  the  Commissioner  of  Internal  Revenue,  in 
earnestly  recommending  to  Congress  an  early  consideration  of  the 
subject. 

With  this  omission  supplied,  the  existing  law  regulating  the  manu¬ 
facture  and  sale  of  distilled  spirits,  will  probably  be  found  as  complete 
in  its  essential  features,  as  it  is  practicable  to  make  it  ;  but,  as  matters 
now  stand,  neither  this  nor  any  other  law,  for  the  collection  of  the 
revenue  on  spirits,  can  be  other  than  a  comparative  failure. 

In  proof  of  this,  the  following  statements  are  submitted  :  The  con¬ 
sumption  of  distilled  spirits  in  the  United  States  was  shown  by  the 
investigations  of  the  Revenue  Commission,  in  1865,  to  be  about  forty 
millions  of  gallons  per  annum  ;  from  which,  with  a  tax  of  two  dollars 
per  gallon,  there  should  accrue  an  annual  revenue  of  eighty  millions  of 
dollars.  The  result,  however,  of  the  last  fiscal  year  shows  that  the 
entire  revenue  which  the  Government  actually  received  from  this  source 
was  less  than  thirty  millions  of  dollars  ($29,198,578)  ;  or,  in  other 
words,  for  every  three  gallons  that  paid  the  tax,  five  evaded  its  pay¬ 
ment.  As  the  average  ruling  price  of  spirits  in  the  market  during 
the  year  was,  moreover,  not  much  short  of  the  average  cost  of  manu¬ 
facture,  plus  the  tax,  it  is  also  evident  that  almost  the  entire  tax 
imposed  by  law  was  paid  by  the  people,  although  the  Government 
failed  to  receive  it. 

This  circumstance  should  also  be  noted,  namely,  that,  notwithstand¬ 
ing  the  more  perfect  organization  and  working  of  the  Internal  Revenue 
system,  the  Government  received,  for  the  fiscal  year  ending  June  30, 
1866,  with  a  tax  of  two  dollars  per  proof  gallon  on  distilled  spirits, 
only  $766,780  more  than  it  did  for  the  fiscal  year  ending  June  30, 
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1864,  when  the  tax  was  from  twenty  to  sixty  cents  per  gallon — the 
aggregate  for  1866  being  $29,198,578,  and  for  1864,  $28,431,798. 

The  failure,  thus  demonstrated,  is  due  mainly  to  two  causes  :  first, 
the  extremely  high  rate  of  the  tax  ;  and,  secondly,  to  certain  radical 
evils  connected  with  the  administration  of  the  law. 

In  regard  to  the  first  cause,  the  Commissioner  would  call  attention 
to  the  fact,  that,  assuming  the  average  cost  of  the  manufacture  of 
proof  spirits  as  twenty  cents  per  gallon,  a  tax  of  two  dollars  per  gal¬ 
lon  is  equivalent  to  a  tax  of  one  thousand  per  cent.  Granting  this,  it 
may  be  assumed  as  an  axiom  in  the  economy  of  taxation,  that  when¬ 
ever  a  tax  equivalent  to  one  hundred  per  cent,  of  the  average  cost  of 
an  article  is  imposed  upon  it,  a  limit  has  been  attained  when  the 
ordinary  provisions  of  the  law  are  sufficient  for  its  execution.  In  pro¬ 
portion  as  this  limit  is  departed  from,  the  enactment  of  extraordinary 
laws  to  secure  the  tax  becomes  necessary  ;  until,  finally,  a  point  is 
reached  where  the  inducement  to  evade  or  resist  the  law  becomes  too 
powerful  to  admit  of  restraint.  All  experience,  therefore,  shows  that 
every  excessively  high  tax  contains  within  itself  the  elements  of  its 
own  annulment  ;  and  the  facts  that  have  been  cited  relative  to  the  tax 
under  consideration,  afford  one  of  the  most  striking  illustrations  on 
record  of  the  truth  of  this  principle. 

The  Commissioner,  therefore,  can  but  re-express  the  opinion  of  the 
late  Revenue  Commission,  that  a  speedy  reduction  by  Congress  of  the 
tax  on  distilled  spirits,  to  one  dollar  per  gallon,  as  a  maximum,  would 
result  in  benefit,  not  only  to  the  revenue,  but  also  to  the  morals  of  the 
country. 

But  the  evil  which  militates  most  seriously  against  the  productive¬ 
ness  of  the  tax  on  distilled  spirits,  is  that  which  arises  from  the 
adoption,  many  years  since,  on  the  part  of  the  Government,  of  a  national 
policy  which  makes  the  appointment,  and  retention  of  revenue  officers 
dependent  upon  other  circumstances  than  those  of  competency  and  a 
faithful  discharge  of  duty.  So  long  as  this  policy  prevails — a  policy 
entirely  ignored  by  all  the  leading  states  of  Europe,  especially  as  to  the 
excise  department,  and  never  adopted  by  any  private  firm  or  corpora¬ 
tion  having  a  due  regard  to  their  own  interests — a  thoroughly  efficient, 
and  economical  administration  of  the  revenue,  coupled  with  the  educa¬ 
tion  of  a  competent  corps  of  officials,  cannot  reasonably  be  expected. 

The  losses  which  have  accrued,  and  are  now  accruing  to  the  revenue 
through  the  failure  to  collect  the  tax  on  distilled  spirits,  tobacco,  and 
a  few  other  articles,  are  of  an  amount  almost  to  exceed  belief — the 
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losses  on  tobacco  alone,  in  a  single  section  of  the  country,  being 
reported  to  the  Commissioner  by  a  most  competent  authority,  as  in 
probable  excess  of  twenty  thousand  dollars  daily.  That  a  very  large 
per-centage  of  these  losses  is  due  to  the  incompetency,  neglect,  or  com¬ 
plicity  of  officials,  no  one  who  has  had  any  experience  in  the  supervision 
of  our  revenue  system  can  for  a  moment  doubt,  and  the  whole  subject, 
of  devising  remedial  measures,  requires  and  deserves  the  immediate  and 
harmonious  action  of  both  the  legislative  and  executive  departments  of 
the  Government. 

So  long  as  the  nation  was  likely  to  be  troubled  by  a  surplus,  rather 
than  by  a  deficient  revenue,  instability  in  the  tenure  of  office  was  a  cir¬ 
cumstance  of  comparatively  little  moment,  but,  under  the  present  con¬ 
dition  of  the  national  finances,  the  case  is  far  different  ;  and  it  ought 
now  to  be  clearly  understood  that  every  dollar  of  legitimate  and  neces¬ 
sary  revenue  diverted  from  the  national  Treasury,  by  fraud,  neglect,  or 
incompetency,  must  be  supplemented  by  another,  wiung  from  the  hard 
earnings  of  labor,  or  the  interest  of  capital. 

Spirit  Meters. — The  invention  of  a  meter  which,  when  attached 
to  the  tail  of  the  still,  shall  accurately  register,  beyond  the  control  of  the 
distiller,  both  the  volume  and  the  strength  of  the  spirits  distilled,  has 
long  been  a  desideratum  in  the  revenue  systems  of  Europe,  but  thus 
far  all  devices  brought  forward  for  this  purpose,  have  uniformly  proved 
failures. 

The  attention  of  American  inventors  during  the  past  year  having, 
however,  been  directed  to  this  subject,  a  number  of  new  meters  have 
been  brought  to  the  attention  of  the  Commissioner ;  and,  at  his  request, 
their  examination  and  testing  have  been  referred  by  the  Secretary^of  the 
Treasury  to  a  committee  of  three  gentlemen  of  eminent  scientific  qual¬ 
ifications,  viz.,  Professor  Joseph  Henry,  of  the  Smithsonian  Institute  ; 
Professor  J.  E.  Hilgard,  Acting  Superintendent  of  the  Coast  Survey  ; 
and  Major-General  Meigs,  U.  S.  A. 

Although  the  examinations  of  this  committee  hav£  not  yet  been  con¬ 
cluded,  the  indications  are,  that  a  practical  and  effective  meter  has,  at 
last  been  invented  ;  and  the  Commissioner  recommends  that  authority 
be  given  to  the  Secretary  of  the  Treasury  to  require  its  adoption  as  an 
adjunct  of  every  distillery,  in  case  he  may  deem  it  expedient.  Should 
the  result  expected  be  realized,  the  system  of  inspection  of  distilleries 
can  be  greatly  simplified,  and  a  large  increase  of  the  revenue  may  be 
confidently  anticipated. 
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Hydrometers. — In  the  Report  of  the  Revenue  Commission,  made 
in  February,  1866,  attention  was  called  to  the  fact,  that  at  that  time 
no  standard  hydrometer  had  been  adopted  and  prescribed  for  use  under 
the  Internal  Revenue,  for  ascertaining  the  strength  of  liquors  prepara¬ 
tory  to  assessing  the  tax  on  the  same,  and  that  in  consequence  of  this 
omission,  a  very  large  annual  loss  of  revenue  was  inevitable.  The 
matter  having  thus  been  brought  to  the  attention  of  the  Secretary  of 
the  Treasury,  it  was  referred  by  him  to  the  scientific  committee  above 
named  ;  on  whose  recommendation  a  modification  of  the  Tralles' 
hydrometer  has  been  adopted  by  the  Department,  and  prescribed  as 
the  standard  instrument  for  the  use  of  all  officers  of  the  Internal 
Revenue. 

These  instruments  are  now  in  the  course  of  distribution,  with  a  new 
hook  of  tables,  prepared  in  the  office  and  under  the  direction  of  the 
Superintendent  of  the  Coast  Survey.  The  hydrometer  in  question,  is 
graduated  to  show  true  per  cent,  of  proof  spirits  at  a  standard  tempera¬ 
ture  according  to  exact  experimental  data,  and  is  of  a  very  convenient 
pattern  ;  while  the  tables  give  the  true  values  when  the  spirit  is  proved 
at  any  other  than  the  standard  temperature,  and  also  the  allowances 
necessaiy  to  he  made  for  changes  in  volume. 

Tax  ox  Raw  Cotton. — The  increase,  by  Congress  at  its  last  session, 
of  the  tax  on  raw  cotton  from  two  to  three  cents  per  pound,  and  the 
further  continuance  of  the  tax,  has  called  forth  many  and  strong 
remonstrances  ;  and  has  been  particularly  protested  against  by  the 
Executives  of  several  of  the  Southern  States,  and  also  by  the  Hew 
York  Chamber  of  Commerce.  In  the  views  presented  by  these  parties, 
the  Commissioner  cannot  concur. 

In  the  report  upon  this  question,  submitted  at  the  last  session  of 
Congress,  a  tax  at  the  rate  of  five  cents  per  pound  was  recommended, 
but  when  it  became  evident  that  such  a  tax  could  not  be  imposed  in 
season  to  reach  any  considerable  quantity  of  the  old  cotton  on  hand  at 
the  end  of  the  war,  and  that  whatever  tax  was  imposed  would  apply 
only  to  new  crops,  the  imposition  of  a  tax  not  exceeding  three  cents 
was  advocated. 

At  this  rate,  the  Commissioner  believes,  that  the  tax  may  be  col¬ 
lected  for  one  or  two  years,  or  until  the  aggregate  crop  of  the  world 
shall  yield  a  surplus  of  cotton,  with  less  injury  to  the  production  of 
cotton  in  the  United  States,  than  the  collection  of  an  equal  amount  of 
revenue  would  cause  if  imposed  upon  other  branches  of  industry. 
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That  a  tax  of  three  cents  per  pound  upon  raw  cotton,  in  common 
with  all  other  taxes  upon  the  products  of  ordinary  industry,  is  a  bur¬ 
den,  is  not  to  be  questioned  ;  hut  it  should  not  fail  to  be  remembered, 
that  the  tax  under  consideration  is  collected  in  a  section  of  the  country, 
from  which  but  a  small  proportion  of  revenue  can  be  collected  at 
present,  in  any  other  manner  ;  and  if  the  tax  on  cotton  be  now  abated, 
burdens  far  more  grievous  to  be  borne  must  still  be  continued  on  other 
industries. 

ISTo  evidence,  moreover,  as  yet  presented,  can,  in  the  opinion  of  the 
Commissioner,  substantiate  the  position  that  a  tax  of  three  cents  per 
pound  upon  cotton,  will  cause  its  planting  in  the  United  States  to  be 
appreciably  diminished  so  long  as  the  aggregate  supply  of  cotton 
warrants  a  price  of  twenty-five  cents  per  pound  and  upwards  for 
middling  cotton. 

Whenever  the  time  arrives,  when  the  tax  on  cotton  shall  evidently 
become  a  serious  impediment  to  its  production,  there  can  be  little  doubt 
that  it  may  be  entirely  repealed  without  rendering  the  imposition  of 
any  additional  tax  necessary  in  order  to  provide  for  the  loss  of  revenue 
caused  thereby  :  inasmuch  as  at  such  time,  even  if  it  come  so  soon  as 
the  crop  of  1867-8,  shall  be  ascertained,  the  increased  revenue  which 
will  surely  follow  a  better  enforcement  of  the  revenue  laws,  will  allow 
the  abatement  of  this,  as  well  as  of  many  other  less  objectionable  taxes. 

The  chief  cotton  producing  countries,  other  than  the  United  States, 
are  Egypt,  Brazil,  and  India.  The  two  former  produce  a  variety  of 
long  stapled,  black-seed  cotton,  somewhat  like  our  Sea-Island  variety, 
and  better  than  our  New  Orleans  or  Upland.  Within  the  last  three 
years,  machinery  has  been  perfected,  both  in  England  and  in  the  United 
States,  for  combing  these  cottons  to  prepare  them  for  spinning,  instead 
of  the  former  method  of  carding  them  ;  and  by  such  process,  a  much 
stronger  and  more  uniform  thread  has  been  produced,  and  their  use 
greatly  extended.  This  of  itself  will,  for  some  time,  give  a  stimulus 
to  the  cultivation  of  cotton  in  Egypt  and  Brazil,  entirely  independent 
of  any  stimulus  due  to  the  imposition  of  a  tax  on  cotton  in  the  United 
States.  In  view  of  these  facts,  measures  have  been  recently  taken  by 
the  Commissioner  of  Agriculture  to  import  a  considerable  quantity  of 
the  seed  of  Egyptian  cotton,  in  order  to  see  if  it  will  not  offer  to  the 
American  planter  a  long  stapled  variety,  which  can  be  raised  upon  the 
common  cotton  lands  of  this  country,  and,  not  like  our  Sea-Island 
variety,  be  confined  to  a  small  section,  producing  small  crops  alike  to 
the  hand  and  to  the  acre. 


11 


The  only  remaining  competitor  of  any  moment  to  the  American  cot¬ 
ton  interest,  is  India,  and  although  many  improvements  have  been 
made  for  spinning  the  poor  staple  of  that  country,  all  experience  has 
proved,  that  the  value  of  American  cotton  for  the  manufacturing  of  all 
except  the  coarsest  varieties  of  fabrics,  is  more  than  three  cents  per 
pound  above  that  of  East  India  or  Surat  cottons.  So  long,  therefore, 
as  the  tax  in  question  represents  less  than  the  difference  of  value  of  these 
respective  cottons,  it  cannot  be  claimed  that  it  gives  a  dangerous  stimulus 
to  the  product  of  India  on  the  one  hand,  or  checks  essentially  the  pro¬ 
duction  of  our  own  country,  on  the  other. 

For  these  reasons,  and  purely  as  a  temporary  revenue  measure,  while 
the  aggregate  product  of  cotton  in  the  world  is  in  an  abnormal  condi¬ 
tion,  and  to  save  the  imposition  or  continuance  of  more  injurious  taxes, 
the  Commissioner  recommends,  that  the  tax  of  three  cents  per  pound 
on  cotton  be  allowed  to  stand,  looking  to  the  session  of  Congress  to  be 
held  in  1867-68,  for  its  abatement  or  repeal,  if  circumstances  shall 
then  render  it  necessary. 

Taxes  on  Watches,  Plate,  etc. — The  taxes  which  yet  continue 
to  be  imposed  on  carriages,  watches,  and  plate,  although  laid  mainly 
on  articles  of  luxury,  are  inquisitorial  in  their  character,  and  are  pro¬ 
ductive  of  more  annoyance  to  the  people,  and  trouble  and  expense  to 
the  Government,  than  is  commensurate  with  any  revenue  derivable  from 
them.  Their  repeal  is  therefore  recommended. 

Prosecution  of  Frauds  under  the  Revenue. — The  Commissioner 
renews  the  recommendation  of  the  Revenue  Commission  for  the  estab¬ 
lishment  of  some  judicial  tribunal  for  the  preliminary  trial  or  hearing 
of  cases  arising  under  the  revenue  laws,  other  than  the  existing  District 
or  Circuit  Courts  of  the  United  States.  Before  the  establishment  of  the 
present  Internal  Revenue  system,  these  latter  courts  were  crowded  with 
business  to  such  an  extent  that  great  delays  were  often  unavoidable  ; 
but  now  the  cases  arising  under  the  Internal  Revenue  laws  bid  fair  to 
exceed  in  number  those  originating  from  all  other  sources.  If  a  court 
of  lower  grade,  under  the  jurisdiction  of  Commissioners  to  be  appointed 
by  the  Supreme  Court  of  the  United  States,  could  be  established — 
something  analogous  to  the  trial  justice  courts  existing  in  many  of  the 
states — taking  cognizance  only  of  violations  of  the  revenue  laws,  the 
Commissioner  is  of  opinion  that  not  one  case  in  ten  would  be  carried  to 
a  higher  tribunal  ;  thus  obviating  great  expense  and  delay  in  litigation, 
and  rendering  the  administration  of  the  law  more  prompt  and  efficient. 
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Aggregate  and  Specific  Receipts  of  Internal  Revenue. — The 
aggregate  receipts  of  Internal  Revenue  for  the  several  years  since  the 
commencement  of  the  system  (1863,  1864, 1865,  and  1866)  ;  the  amount 
derived  from  the  principal  specific  sources  ;  and  the  percentage  ratio  of 
the  amount  derived  from  each  specific  source  to  the  whole,  for  each 
of  the  above-named  periods,  are  presented  in  a  table  in  the  Appendix 
to  this  Report,  marked  A. 

Customs  Department  of  the  Revenue. 

In  the  Customs  Department  of  the  Revenue,  three  important  meas¬ 
ures  of  reform  were  adopted  by  Congress  at  its  last  session,  viz.  :  the 
reorganization  of  the  Appraisers’  Department  in  the  New  York  Custom- 
House  ;  the  establishment  of  a  Statistical  Bureau  in  connection  with 
the  Treasury  Department  ;  and  the  enactment  of  a  law  looking  to  the 
more  effectual  prevention  of  smuggling. 

The  results  which  have  followed  these  measures  are  believed  to  have 
already  fully  vindicated  both  their  wisdom  and  necessity.  Under  the 
first,  one  of  the  most  important  divisions  of  the  customs’  service,  in 
the  leading  port  of  the  country,  has  been  entirely  reorganized  ;  a 
supervising  appraiser  and  corps  of  assistants,  selected  mainly  on 
grounds  of  fitness  and  experience  ;  and  a  system  adopted,  which,  while 
insuring  greater  efficiency  in  the  transaction  of  business,  will,  it  is 
‘hoped,  also  check  in  no  small  degree  the  fraudulent  practice  of  under¬ 
valuations. 

Under  the  act  providing  for  the  establishment  of  a  Statistical  Bureau 
in  the  Treasury  Department,  a  much-needed  reform  has  been  com¬ 
menced  in  another  important  branch  of  the  public  service  ;  and  the  Com¬ 
missioner  confidently  expects,  that  the  new  Bureau  under  the  control 
of  its  present  Director,  will,  in  its  results,  prove  all  that  has  been 
anticipated. 

That  the  new  law  for  the  prevention  of  smuggling  is  better  calculated, 
than  any  previous  one,  to  subserve  the  end  desired,  is  the  general  testi¬ 
mony  of  experienced  officials;  but,  at  the  same  time,  the  Commissioner 
is  obliged  to  report,  that  the  evidence  presented  to  him  indicates,  that 
smuggling,  under  the  inducements  offered  by  the  existing  high  rates  of 
duty,  is  largely  on  the  increase  ;  and  in  the  place  of  being,  as  hereto¬ 
fore,  irregular,  is  rapidly  becoming  systematized.  In  proof  of  this,  it 
may  be  stated,  that  offers  are  now  made  in  Europe  and  Havana  to 
deliver  foreign  goods  of  certain  descriptions  in  New  York  city,  free  of 
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duty,  for  a  premium  of  twenty  per  cent,  on  their  invoiced  value.  No 
dereliction  of  duty,  however,  can  he  charged  on  the  officers  of  the 
Revenue  Marine  ;  hut,  on  the  contrary,  a  personal  inspection,  made, 
since  the  last  session  of  Congress,  of  no  inconsiderable  part  of  this 
service,  has  indicated  for  it  a  high  degree  of  efficiency  and  discipline. 
But  this  efficiency  is  seriously  threatened  for  the  future,  through  the 
circumstance  that  the  rates  of  compensation  paid  to  the  officers  of 
revenue-cutters  is  considerably  less  than  that  given  to  corresponding 
grades  in  the  navy,  and  less  than  the  usual  pay  for  competent  ship¬ 
masters,  mates,  and  engineers,  in  the  merchant  service.  The  duties,  at 
present  required  of  the  revenue  officers  referred  to,  are  often  extremely 
arduous — involving  at  times  much  boat  work  and  frequent  night 
exposure  ;  while  the  necessary  expenditures  of  this  peculiar  service  are 
undoubtedly  greater  than  those  attendant  upon  lengthened  voyages. 
The  Commissioner  would,  therefore,  suggest,  that  the  rates  of  com¬ 
pensation  in  the  Revenue  Marine  be  made  equivalent  to  those  of  officers 
of  corresponding  rank  in  the  navy. 


Revision  of  the  Tariff. 

In  accordance  with  instructions  received  from  the  Secretary  of  the 
Treasury,  under  date  of  September  10,  1866  (a  copy  of  which  is  hereto 
annexed),*  and  in  accordance,  also,  with  instructions  informally  re- 


*  Washington,  Sept.  10,  1866. 

To  the  United  States  Special  Commissioner  of  Revenue : 

Sib  :  In  view  of  the  fact  that  the  revision  of  the  tariff  is  certain  to  engage  the  attention 
of  Congress  at  its  next  session,  I  consider  it  especially  desirable  that  the  Treasury  Depart¬ 
ment  should  be  prepared  to  furnish  aB  much  information  pertinent  to  the  subject  as  can 
be  obtained  and  collected  within  the  limited  time  available  for  the  necessary  investiga¬ 
tions.  You  are,  therefore,  hereby  instructed  to  give  the  subject  of  the  revision  of  the 
tariff  especial  attention,  and  to  report  a  bill,  which,  if  approved  by  Congress,  will  be  a  sub¬ 
stitute  for  all  acts  imposing  customs  duties,  and  which  will  render  the  administration  of 
this  branch  of  the  revenue  system  more  simple,  economical,  and  effective.  In  the  dis¬ 
charge  of  this  duty,  you  will  consider  the  necessity  of  providing  for  a  large,  certain,  and 
permanent  revenue,  keeping  in  view  the  fact  that  the  existing  tariff  has  proved  most  effect¬ 
ive  in  this  direction. 

You  will  therefore  endeavor,  first,  to  secure  for  the  Government  a  revenue  commensu¬ 
rate  with  its  necessities  ;  and  secondly,  to  propose  such  modifications  of  the  tariff  laws 
now  in  force  as  will  better  adjust  and  equalize  the  duties  upon  foreign  imports  with  the 
internal  taxes  upon  home  productions.  If  this  last  result  can  be  obtained  without  detri¬ 
ment  to  the  revenue,  by  reducing  taxation  upon  raw  materials  and  the  machinery  of  home 
production,  rather  than  by  increasing  the  rates  on  imports,  it  would,  in  my  opinion,  by 
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ceived  from  the  Chairman  of  the  Committee  of  Finance  on  the  part  of 
the  Senate,  and  the  Chairman  of  the  Committee  of  Ways  and  Means 
on  the  part  of  the  House  of  Representatives,  the  attention  of  the  Com¬ 
missioner,  since  the  close  of  the  last  session  of  Congress,  has  been 
chiefly  given  to  a  consideration  of  the  revision  of  the  laws  imposing 
duties  on  the  importation  of  foreign  merchandise  ;  and  especially  of  the 
hill  (No.  718)  adopted  by  the  House  of  Representatives  at  the  first  ses¬ 
sion  of  the  Thirty-ninth  Congress,  hut  subsequently  postponed  by  the 
Senate  for  future  action. 

Looking  at  the  tariff  solely  and  exclusively  from  a  revenue  point 
of  view,  few  or  no  reasons  can  he  adduced  in  support  of  a  demand 
for  any  extensive  change  in  its  existing  rates  and  provisions  ;  inas¬ 
much  as  the  revenue  derived  from  the  tariff,  since  its  revision  in 
1864,  has  reached  a  point  much  larger  than  was  ever  anticipated  ; 
and  beyond  which  no  material  increase  can  probably  be  obtained 
under  any  other  condition  save  that  of  a  large  increase  of  importa¬ 
tions — a  condition  which  is  neither  desirable  nor  likely  to  immediately 
occur. 

In  confirmation  of  this  view,  the  following  table,  showing  the  value 
of  importations,  and  the  amount  received  from  imposts  on  the  same, 
for  the  several  fiscal  years  from.  1859  to  1866,  inclusive,  is  presented  : 


Fiscal  Y ears. 

Value  of  Imports. 

Duties  received. 

1859....  . . ...  .. 

$338,765,130 

$49,565,824 

53,187^512 

1860 . . . 

362,163,941 

1861 . . . . 

350,775,835 

205,819,823 

252,187,587 

328,514,559 

234,434,167 

437,638,966 

39,582,186 

49,056,398 

69,059,642 

102,316,153 

84,928,260 

179,046,630 

1862 . . . 

1863.  .  . . . . 

1864 . . .  .  . 

1865  . . . 

1866 . . . 

The  reasons  in  favor  of  any  change  in  the  existing  tariff  rates  must, 
therefore,  he  sought  in  the  condition  and  necessities  of  the  various 


decreasing  the  cost  of  production  and  increasing  the  purchasing  power  of  wages,  greatly 
promote  the  interests  of  the  whole  country.  In  the  prosecution  of  this  work,  you  are 
authorized  to  call  upon  any  officer  of  the  revenue  for  such  information  as  you  may  require 
and  he  may  be  able  to  furnish. 

I  am,  with  great  respect,  very  truly  yours, 

H.  McCulloch, 
Secretary  of  the  Treasury . 
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industrial  interests  of  the  country  ;  especially  those  which  are  brought 
into  competition  with  similar  producing  interests  of.  other  countries, 
with  which  the  United  States  is  engaged  in  trade  and  commerce.  This 
being  admitted,  a  determination  of  the  exact  nature  of  these  conditions 
and  necessities,  obviously  becomes  the  first  point  of  inquiry. 

A  further  reason  for  a  revision  of  the  tariff,  hut  one  connected  wholly 
with  its  administration,  and  not  hearing  directly  upon  the  Revenue  or 
industry  of  the  country,  is  to  he  found  in  the  fact,  that  the  existing 
schedule  of  the  rates  of  duty  is  exceedingly  complicated  and  difficult 
of  comprehension,  owing  to  the  numerous  amendments  and  additions 
to  the  law  that  have  been  made  by  various  Acts  of  Congress.  Thus 
the  present  rates  of  duty  are  assessed  and  collected  under  the  succes¬ 
sive  Acts  of  March  2,  1861,  August  5,  1861,  December  24,  1861,  July 
14,  1862,  March  3,  1863,  June  30,  1864,  March  3,  1865,  March  14, 
1866,  May  16,  1866,  and  July  28,  1866.  Other  acts  relative  to  the 
collection  of  duties,  reaching  as  far  hack  as  1797,  are  also,  to  a  certain 
extent,  yet  in  force. 

For  the  puipose  of  presenting  a  comprehensive  view  of  the  tariff  law 
as  it  now  stands,  a  digest  of  all  the  laws  relating  to  duties  on  imports 
enacted  since  March  2,  1861,  is  submitted  in  connection  with  this 
Report,  in  Appendix  marked  B. 

In  accordance  also  with  a  resolution  of  the  Senate,  instructing  the 
Secretary  of  the  Treasury  “  to  cause  to  he  prepared  a  statement  show¬ 
ing  in  tabular  form  the  duties  levied  on  different  articles  of  imported 
goods  under  the  seveial  tariffs  and  the  tariff  act  of  1842,  and  including 
in  such  tables  the  duties  proposed  by  the  tariff  act  now  pending  in  the 
Senate/'  a  tabular  statement  has  been  prepared  under  the  direction  of 
the  Commissioner,  and  is  herewith  submitted  in  Appendix  marked  C. 

It  is  obvious,  therefore,  that  a  re-enactment  of  all  rates  of  duty, 
and  of  all  provisions  of  law  relating  to  the  collection  of  the  same,  in 
one  complete  and  well-digested  act,  would  greatly  facilitate  the  working 
of  the  law  ;  render  its  comprehension  on  the  part  of  the  public  far  less 
difficult,  and  at  the  same  time  diminish  the  incentive  and  opportunities 
for  fraudulent  transactions,  which  now  undoubtedly  result  in  serious 
losses  to  the  Revenue,  and  in  no  little  detriment  to  the  industry  of 
the  country. 

It  is  the  opinion  of  those  most  conversant  with  the  practical  working 
of  our  customs  revenue  laws,  that  no  tariff  act  of  recent  years,  owing 
to  a  lack  of  harmony  or  conflicting  language  with  previous  enactments, 
has  been  fully  carried  out  according  to  the  intent  of  the  Congress 
which  originated  and  passed  it. 
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Industrial  Condition  of  the  Country. 

A  somewhat  extensive  examination  and  inquiry  into  the  industrial 
condition  of  the  country,  authorizes  the  Commissioner  to  Report  : 

1st.  Great  activity — industrial  or  speculative — during  the  past  year, 
in  nearly  every  section  of  the  country,  with  a  consequent  extension  of 
business. 

The  evidence  in  part  of  this  is  to  be  found  in  the  following  results  : 

1st.  A  large  increase  in  the  amount  of  coal  mined  and  transported 
to  market,  exceeding  the  production  of  any  former  year  ;  *  a  large 
increase  in  the  production  and  exportation  of  crude  and  refined  petro¬ 
leum  (the  quantity  shipped  from  the  Atlantic  ports  for  the  first  eleven 
months  of  1866  being  60,344,979  gallons  against  23,888,258  for  the 
corresponding  period  of  1865)  ;  a  large  increase  in  the  demand  for  and 
in  the  production  and  importation  of  lumber  ;  an  increase  in  the  num¬ 
ber  of  manufacturing  establishments,  especially  of  cotton,  both  in  the 
North  and  in  the  South,  and  a  full  employment  of  all  iron  blast-fur¬ 
naces,  if  not  an  increase  in  their  number;  an  increase  in  the  production 
of  gold  and  silver  in  the  Pacific  states  and  territories  ;  a  continued 
demand  and  full  employment  of  all  kinds  of  skilled  labor  ;  and  a 
partial  resuscitation  of  Southern  industry  and  production,  especially  as 
regards  sugar. 


2d.  A  progress  in  the  nvention  of  machinery  for  economizing  labor 
or  perfecting  products  and  processes,  entirely  without  precedent  in  any 
former  experience. 

This  statement,  apart  from  direct  testimony  taken  by  the  Commis¬ 
sioner  on  this  subject,  finds  full  confirmation  and  illustration  in  the 
following  returns  from  the  United  States  Patent  Office,  of  the  number 
of  patents  issued  for  inventions  from  1857  to  1866,  inclusive. 

Years.  Number  of  Patents. 

1857 .  2,9  10 

1858. . .  . .  3,710 

1859  . . .  4  538 

1860  . .  4,819 


*  The  increase  in  the  production  of  anthracite  coal  to  November  1,  1866,  over  that  of 
the  corresponding  period  of  1865,  was  2,836,782  tons. 
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Years.  Number  of  Patents. 

1861  .  3,340 

1862  .  3,521 

1863., .  3,780 

1864  .  4,637 

1865  .  6,220 

1866,  to  December  4th .  9,100 


3d.  A  continued  and  increasing  influx  of  foreign  immigration  :  the 
number  for  the  year  1866  having  been  probably  in  excess  of  any  year 
subsequent  to  1857,  as  is  exhibited  in  the  following  table  : 
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Years. 

1858  . 

1859  . 

1860  . . 

1861 . 

1862 . 

1863  . 

1864  . 

1865  . 

1866  (estimated) 


Number  of  Immigrants. 

...  123,126 
...  121,282 
. ...  179,469 
...  112,705 
...  114,475 
.  ..  199,811 
...  221,535 
...  237,397 
, ...  250,000 


Assuming  the  present  average  annual  immigration  to  be  225,000, 
and  eighty  dollars  in  gold  as  the  average  amount  brought  in  by  each 
person  (an  estimate  based  on  former  statistics)  ;  and  five  hundred  dol¬ 
lars  as  the  average  value  to  the  country  of  each  individual,  as  a  pro¬ 
ducer,  we  have  thus  as  a  positive  addition  to  the  wealth  and  producing 
capacity  of  the  country,  of  over  one  hundred  and  thirty  millions  of 
dollars  ($130,500,000)  per  annum. 


4th.  A  spirit  of  enterprise  which  seems  to  redouble  its  energy  with 
every  additional  burden  which  is  placed  upon  it. 

Under  these  circumstances,  while  the  general  condition  of  the  country 
during  the  twelve  months  ending  October  1,  1866,  has  been  apparently 
prosperous  ;  and  while  the  experience  of  the  last  ten  years  demonstrates 
that  neither  war,  excited  political  differences,  financial  distuibances, 
onerous  and 'duplicated  taxes,  and  ill-adjusted  and  unstable  tariffs  can 
reduce  the  progress  of  national  development  below  a  rate  which  is 
wholly  unprecedented  in  the  old  states  of  Europe  ;  yet,  at  the  same 
time,  it  must  be  obvious  to  even  the  most  casual  observer,  that  certain 
disturbing  elements  have  grown  out  of  the  war,  and  its  concurrent  and 
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necessary  legislation,  which  greatly  tend  to  check  the  normal  develop¬ 
ment  of  the  country  ;  to  seriously  diminish  production  and  consump¬ 
tion  ;  arrest  the  growth  of  foreign  commerce,  and  expose  our  home 
industries,  most  unfairly,  to  the  competition  of  other  nations. 

The  effect  of  these  disturbing  elements,  acting  concurrently,  has 
been  to  create  and  maintain  a  most  extraordinary,  and,  in  the  history  of 
modern  civilization,  an  unparalleled  advance  in  the  prices  of  every 
description  of  labor  and  of  commodities  ;  to  decrease  the  purchasing 
power  of  wages,  and  of  the  lawful  money  of  the  nation  ;  and  to  place 
the  entire  industry  of  the  country  in  an  abnormal  and  most  unsatis¬ 
factory  condition. 

Advance  in  Prices. 

A  somewhat  extended  investigation  respecting  the  advance  in  the 
prices  of  the  leading  articles  of  consumption  and  of  rents,  indicates  an 
increase  of  nearly  ninety  per  cent,  in  the  year  1866,  as  compared  with 
the  mean  of  prices  during  the  four  years  from  1859  to  1862. 

To  speak  more  exactly,  a  comparison  of  the  published  wholesale 
prices  current  of  about  fifty  of  the  leading  articles  of  domestic  consump¬ 
tion,  embracing  breads  tuffs,  coal,  candles,  coffee,  fish  (salt),  iron,  lead, 
leather,  molasses,  oils,  paints,  provisions,  beef,  pork,  butter,  &c.,  rice, 
soap,  salt,  sugars  (brown),  tallow,  teas,  &c.,  show  an  average  advance 
during  the  period  above  specified  of  about  85  per  cent,  currency.  (For 
more  detailed  results,  reference  is  made  to  Appendix  D  of  this 
Report.) 

Of  the  above,  the  advance  in  breadstuffs  is  estimated  at  about  70  per 
cent.  ;  coal  (anthracite),  from  60  to  70  per  cent.  ;  salt  fish,  from  70  to 
75  ;  provisions — pork  and  beef — from  110  to  120  ;  butter,  over  100 
per  cent.  ;  rice,  100  ;  salt,  from  110  to  120  ;  soap,  from  80  to  90  ; 
brown  sugars,  from  70  to  80  ;  coffee,  from  30  to  40  ;  and  teas,  from 
140  to  150  per  cent. 

As  regards  textile  fabrics,  the  currency  prices  of  Domestic  Cottons 
in  October,  1866,  show  a  nominal  advance,  over  the  gold  prices  of  such 
fabrics  in  July,  1860,  of  one  hundred  and  seventy-two  (172)  per  cent.  ; 
the  advance  in  the  gold  prices  for  the  same  period — the  premium  on 
gold  for  the  year  ending  October,  1866,  being  assumed  as  fifty  per 
cent. — having  been  eighty -one  (81)  per  cent.  The  details  of  this  result 
will  appear  from  the  following  table  : 
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ARTICLES. 


Brown  Sheetings,  30  @  39  inches 

Shirtings,  30  @  36  inches . 

Printed  Calicoes . . . 

Ginghams . 

Brown  Drillings,  27  @  30  inches. 

Cotton  Jeans . 

Canton  Flannels,  brown.  . . 

Do.  Do.  bleached . 


Average  advance  per  cent 


Advance  per  cent., 

1860  to  1866. 

Prices  per  yard 

Prices  per  yard  in 

in  July,  I860, 

Oct.,  1S66,  in 

in  gold. 

currency. 

Nominal. 

In  gold,  at 
50  per  cent . 

premium. 

6  @  10 

19  @  24 

169 

79 

@  12 

33  @  45 

285 

357 

8  @11 

181  @  22 

113 

42 

10  @  12| 

17  @  26 

91 

27 

7|  @  9 

24  @  25 

201 

101 

6|@  9 

15  @  23 

145 

63 

8J  @  13  ) 

9  %  14  | 

26  @  40 

197 

98 

172 

81 

. * . ;  •  *  * 

Of  course  a  very  large  portion  of  the  advance  noted  must  be  attributed 
to  the  high  price  of  raw  cotton,  which  has  varied  from  300  to  500  per 
cent,  above  the  price  in  1860. 

A  careful  examination  of  the  books  of  one  of  the  largest  cotton 
manufacturing  companies  of  New  England,  made  up  in  detail  and 
with  great  care  and  accuracy,  shows  that  the  cost  of  manufacturing 
cotton  goods  in  their  mills  in  the  year  1866,  over  the  average  of  the 
years  from  1857  to  1861,  was  133|  per  cent. 

On  manufactures  of  woollens,  suited  for  ordinary  domestic  use, 
the  advance  is  estimated  at  53  per  cent,  as  is  shown  by  the  follow¬ 
ing  table  : 


Table  showing  the  Minimum  and  Maximum  Prices  of  four  kinds  of  -yard 
American  Woollen  Goods;  also  of  or  Broadcloth  for  the  Years  1861  to 
1866,  inclusive. 

'  t 


YEARS. 

Lot  No.  1. 

^Prices  per 
Yard. 

Lot  No.  2. 

^Prices  per 
Yard. 

Lot  No.  3. 

^Prices  per 
Yard. 

Lot  No.  4. 

^Prices  per 
Yard. 

Average  Price 
of 

6-4  cloth,  per 
Yard.t 

1S61 . 

55  to  65  cents 

SO  to  90  cents 

50  to  55  cents 

60  to  62  1  cents 

150  to  160  cents, 

1862 . 

65  to  80  “ 

90  to  100  “ 

55  to  70  “ 

621  to  SO  “ 

170  to  190  “ 

1863 . 

SO  to  100  “ 

100  to  125  “ 

75  to  85  “ 

S5  “ 

190  to  200  “ 

1864 . 

100  to  150  “ 

130  to  200  “ 

90  to  125  “ 

S5  to  130  “ 

200  to  310  “ 

1865 . 

90  to  115  “ 

1371  to  200  “ 

75  to  115  “ 

110  “ 

185  to  255  “ 

1S66  . 

90  to  100  “ 

125  “ 

75  to  90 

90  to  95  “ 

1S5  to  215  “ 

Averagelncrease  of  1S66 
over  1S60,  per  cent . . 

58  1-3  per  cent. 

47  per  cent . 

1 

76  per  cent . 

50  per  cent . 

33  1-3  per  cent. 

General  average  of  the  whole,  53  per  cent. 


*  |  Fabrics. 


f  f  woollen  or  broad  cloths. 
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T  he  increase  in  the  price  of  blankets  kept  pace  with  that  of  other 
heavy  woollen  goods,  hut  has  now  (December,  1866)  fallen  to  less 
than  fifty  per  cent,  in  excess  of  the  prices  of  1860-61,  or  to  about  the 
prices  existing  in  those  years,  computed  in  gold. 

Ordinary  ingrain  carpets  have  increased  about  75  per  cent.  ;  three- 
plys,  of  Lowell  Company,  and  other  best  qualities,  53  per  cent.  ;  while 
the  advance  on  low-priced  Brussels  and  tapestry  carpets  has  been  from 
90  to  100  per  cent. 

The  advance  in  the  price  of  ready-made  clothing  has  been  as 
follows  : 

An  invoice  costing  in  1860  and  1861,  $100,  was  $115  in  1862 ;  $140 
in  1863  ;  $180  in  1864 ;  $170  in  1865  ;  and  $150  in  1866  ;  showing  an 
advance  in  1866  over  the  prices  of  1860-61,  of  50  per  cent,  currency. 

On  silk  goods  in  general  the  advance  is  estimated  at  an  average  of 
a  little  over  one  hundred  per  cent.  ;  the  lower  grades  having  advanced 
since  1860,  at  still  higher  ratio. 

In  respect  to  the  advance  in  the  prices  of  labor,  no  very  exact  and 
comprehensive  statement  can  at  this  time  be  made,  owing  to  the  vary¬ 
ing  nature  of  the  conditions  which  enter  into  and  affect  the  estimate  ; 
but,  so  far  as  investigations  of  the  Commissioner  have  extended,  they 
lead  to  the  conclusion,  that,  as  a  general  thing,  the  price  of  labor  has 
not  advanced  in  an  equal  ratio  with  the  price  of  commodities,  although 
numerous  exceptional  cases  might  be  quoted  which  seem  to  indicate 
the  contrary. 

The  following  are  some  of  the  most  interesting  and  reliable  data 
gathered  under  this  head,  from  personal  examination  or  inquiry  at  some 
of  the  principal  seats  of  the  industries  specified,  in  different  sections  of 
the  country  : 


Advance  in  Wages  from 

Branches  of  Manufacture.  1860  to  1866. 

Agricultural  implements . 55  to  60  per  cent. 

Agricultural  laborers  in  the  Northern,  Middle,  and  Western 

States,  average .  50  “ 

Bookbinding . 371  to  50  u 

Boots  and  shoes — Men’s . 50  “ 

Women’s  and  children’s  . 25  to  33  “ 

First  class  custom  work . nearly  100  “ 

Car  building — Skilled  mechanics  60  to  75  per  cent.  1  rri 

°  r  k  average.  60  “ 

Laborers,  and  unskilled  50  “  j 

China  decorating . ,  60  “ 


21 


Advance  in  Wages  from 

Branches  of  Manufacture.  1860  to  1866. 

Clothing — Readymade... .  50  percent. 

Custom  work.  . .  95  “ 

Coppermining .  100  “ 

Cotton  manufactures — General  average  of  all  branches* . 66§  to  90  “ 

Furniture — Cabinet .  85  “ 

Hardware — Files .  43£  “ 

Locks .  .  66§  “ 

Saws .  75  “ 

Hats,  wool  and  fur .  60  u 

India-rubber  manufactures .  80  “ 

Ink,  printing . . .  75  “ 

Iron — Founding . 50  to  60  “ 

Rolling . 75  to  80  “ 

Wire .  75  “ 

Jute  manufactures  .  89  “ 

Locomotives  and  machinery  in  Paterson,  N.  J.,  average .  93  “ 

Machinery,  cotton  and  woollen,  average .  60  u 

u  general,  average .  60  “ 

Machinists*  tools .  68  a 

Paper  hangings — Machine  tenders,  and  block  cutters . 50  “ 

Hand  printers .  72  “ 

Laborers .  63  “ 

Printing — Composition . 45  to  50  “ 

Saddlery  and  harness .  62 ^  “ 

Shipbuilding . . .  71  £< 

Silk  trimmings,  &c . nearly  100  u 

Stereotyping .  50  “ 

U mbrellas  and  parasols . 47  £  to  50  “ 

Woollen  goods,  miscellaneous ... .  . .  .  67  “ 

Carpetings .  85  “ 

The  following  estimates  of  the  increased  advance  in  wages  (1861- 
1866)  in  the  cities  and  states  below  named,  were  carefully  made  at  the 
instance  of  the  Commissioner,  by  intelligent  and  reliable  gentlemen  : 


*  As  regards  the  advance  of  wages  in  the  cotton  manufacture  above  given,  it  should  be 
stated,  that,  as  a  consequence  of  the  withdrawal  of  men  for  the  war,  and  from  the  scarcity 
of  skilled  operatives,  a  much  younger  and  less  efficient  class  of  operatives  was  employed, 
in  the  manufacture  of  this  and  other  textile  fabrics  ;  and  that  consequently,  a  larger  num¬ 
ber  have  been  required.  If  the  per  cent,  of  advance  in  wages  should  be  cast  upon  the 
amount  earned  by  an  operative  of  equal  age  and  efficiency,  in  all  textile  manufactures , 
the  average  would  be  nearer  the  higher  than  the  lower  rates  specified  in  the  table. 
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In  all  the  manufacturing  establishments  in  the  town  of  Chester, 

Pennsylvania,  the  estimate  average  increase  is .  26 

In  Canton,  Stark  County,  Ohio .  574- 

In  the  City  of  Worcester,  Mass .  874- 

In  the  City  of  Baltimore,  Md.,  Carpenters . 100 

Plumbers  anc^  Tinners  ; . .  .  75 
while  in  all  branches  of  industry,  including  laborers  as  well 

as  mechanics,  the  general  average  increase  is .  50 

In  the  State  of  Ohio,  where  the  large  majority  consists  of  farm 

laborors,  the  average  is .  .  50 

In  Massachusetts,  the  increase  in  mechanics’  wages  is  ; .  60 

while  that  of  all  employes  in  this  State,  male  and  female,  and 
including  farm  laborers,  is  .. .  50 

t  * 

In  western  New  York  the  increase  in  wages  of  skilled  farm  laborers 
has  been  seventy-six  per  cent.  ;  for  month  and  day  laborers  from 
fifty  to  sixty  per  cent.  ;  for  mechanics’  labor  from  fifty  to  one 
hundred  per  cent. 

The  following  exceptional  cases  may  also  be  given  as  illustrative  of 
the  recent  advance  of  wages  : 

A  careful  examination  of  a  rolling  mill  in  Pittsburgh,  Pennsylvania, 
making  band-iron,  showed  a  disbursement  for  wages,  per  week,  of  five 
thousand  two  hundred  dollars  in  1866,  against  one  thousand  seven  hun¬ 
dred  in  1860  and  1861 — the  mill  working  to  the  same  capacity  and 
employing  exactly  the  same  number  of  hands  in  both  cases. 

The  average  wages  earned  by  melters,  forgers,  and  rollers,  employed 
in  the  steel  works  of  Pittsburgh,  and  working  nine  hours  per  day,  during 
the  month  of  October,  1866,  was  reported  to  the  Commissioner  as  eight 
dollars  per  day. 

The  following  rates  of  wages  are  also  reported  to  have  been  paid 
during  the  past  year  in  the  same  city,  in  the  manufacture  of  iron  and 
glass  : 

Skilled  hammer-men,  working,  on  an  average,  five  days  per  week, 
eight  dollars  per  day  ;  head  nailers,  superintending  four  machines, 
eleven  dollars  per  day  ;  puddlers,  six  to  seven  dollars  per  day  ;  blowers 
of  bottles  and  window-glass,  two  hundred  and  seventy-five  dollars  per 
month.  During  the  months  of  April  and  May,  1866,  the  rates  of  wages, 
paid  in  certain  of  the  glass-works  of  Pittsburg,  are  reported  to  have 
averaged  eleven  dollars  and  forty  cents  per  day. 


per  cent. 
(( 

u 

(( 

a 

(i 
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Bricklayers  and  masons  have  received  from  four  to  seven  dollars  per 
day  in  different  sections  of  the  country  during  the  past  year. 

The  average  advance  in  the  rents  of  houses  occupied  by  mechanics 
and  laborers  in  the  great  manufacturing  centres  of  the  country,  is  esti¬ 
mated  to  have  been  about  ninety  per  cent.  ;  in  some  sections,  however, 
a  much  greater  advance  has  been  experienced,  as,  for  example,  at  Pitts¬ 
burgh,  where  two  hundred  per  cent,  and  upward  is  reported.  In  many 
of  the  rural  districts,  on  the  other  hand,  the  advance  has  been  much 
less  ;  and  in  New  England,  where  the  manufacturing  corporations 
are  usually  the  proprietors  of  the  tenements  occupied  by  their  opera¬ 
tives,  little  or  no  advance  has  been  reported.  In  cases  like  the  latter, 
where  rents  have  not  appreciated,  the  average  rise  in  wages  has  been 
undoubtedly  in  excess  of  the  advance  in  the  price  of  commodities. 

The  general  result  of  an  examination  and  comparison  of  all  the 
statistics  gathered,  leads  therefore  to  the  opinion,  that  the  average 
increase  in  the  prices  of  labor,  since  I860,  has  been  about  sixty  per 
cent.,  and  of  commodities,  as  already  stated,  about  ninety  per  cent. 

It  further  appears,  from  an  examination  of  the  United  States 
Census  statistics  of  manufactures,  in  1860,  that  the  average  monthly 
wages  of  employes,  in  all  branches  of  manufactures,  was,  of  malts, 
twenty-seven  dollars  and  ten  cents,  and  of  females,  twelve  dollars  and 
fifty  cents  :  while,  by  the  Census  of  the  State  of  New  York,  in  1865, 
the  average  monthly  wages,  in  the  whole  State  was,  for  males,  forty- 
four  dollars,  and  for  females,  twenty  dollars  ;  being  an  increase  over 
the  wages  of  1860-61,  of  sixty-two  per  cent,  for  males,  and  sixty  per 
cent,  for  females. 

The  effect  of  the  great  increase  and  disturbance  of  prices  thus  noted 
has  been  as  follows  : 

1st.  A  decrease  of  production  and  consumption,  and  a  partial  sus¬ 
pension  of  national  development — a  result  fully  in  accordance  with  a 
well-recognized  law  of  political  economy  respecting  prices. 

This  assertion  finds  a  most  striking  confirmation  in  the  following 
exhibit  of  the  results  of  industrial  production  in  the  State  of  Massa¬ 
chusetts,  as  obtained  by  comparing  the  results  of  the  state  census  ot 
the  years  ending  May  31,  1855  and  1865,  respectively — the  articles  of 
cotton  goods,  calico,  woollens,  paper,  rolled  and  slit  iron  and  nails, 
clothing,  leather,  boots  and  shoes,  fisheries  (mackerel  and  cod),  being 
selected  as  fairly  representing  the  entire  manufacturing  industry  ol  the 
State. 


From  this  comparison,  it  appears  that  there  was  a  smaller  number 
of  hands  employed  in  these  industries,  in  1865,  than  at  a  period  ten 
years  earlier  (1855) ;  the  nominal  decrease  being  about  eleven  per  cent. 
That  a  part  of  this  decrease  should  be  referred  to  a  more  extensive 
use  of  labor-saving  machinery  is  altogether  probable  ;  bat  it  would 
also,  we  think,  have  been  reasonable  to  expect  that  such  a  decrease 
would  have  been  entirely  compensated  for  by  an  increase  of  con¬ 
sumption. 

It  would  also  appear  that  the  gold- value  of  the  industrial  products 
specified,  was,  for  the  year  1865,  nearly  three  and  one  half  (3f)  per  cent. 
less  than  the  gold-value  of  the  year  1855 — one  hundred  dollars,  in  gold 
during  the  State  fiscal  year,  1854-55,  being  the  equivalent  (as  deter¬ 
mined  by  careful  computation)  of  two  hundred  and  seven  (207)  dollars 
in  currency  in  1864-65. 

Referring,  now,  to  the  above  enumerated  industries  specifically,  we 
have  the  following  results  : 

Cotton  Manufactures — other  than  Calico. 

Decrease  in  the  number  of  hands  employed .  31  per  cent. 

“  in  the  quantity  of  raw  cotton  used. ...  56  “ 

/ 

The  proportionate  number  of  yards  of  cotton  cloth  manufactured  in 
1864-5,  to  one  hundred  yards  manufactured  in  1854-5,  was  fifty-three 
yards,  showing  a  diminution  in  the  quantity  of  product  of  forty-seven 
per  cent. 

The  average  value  of  cotton  goods  per  yard  (exclusive  of  calico) 
appears  to  have  been — 

In  1854-5 .  7^  cents  per  yard. 

In  1864-5 . 27fV  cents,  currency,  per  yard. 

Or,  adopting  the  average  gold 
value  of  currency  for  the 

year . cen^  gold,  per  yard. 

Showing  an  increase  in  the  cost  per  yard ,  in  gold,  of  seventy-five  per 
cent. 

Other  Selected  Manufactures. — An  examination  of  the  returns  rela¬ 
tive  to  the  other  industries  specified,  shows,  that,  as  regards  the  num¬ 
ber  of  hands  employed,  there  was  an  increase  in  the  industries  of 
woollens,  paper,  rolled  and  slit  iron  and  nails,  clothing,  leather  and  fish- 
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eries  ;  and  a  decrease  in  the  manufactures  of  calico,  and  boots  and 
shoes,  as  well  as  in  the  cotton  goods  before  specified. 

As  regards  the  aggregate  value  of  the  products  of  the  same  indus¬ 
tries,  there  was  an  increase  (gold  estimate)  in  the  calico,  woollens, 
paper,  and  fisheries,  and  a  decrease  in  rolled  and  slit  iron  and  nails, 
clothing,  leather,  and  hoots  and  shoes. 

With  the  exception  of  woollens,  however,  the  increase  in  the  value  of 
the  articles  specified,  was  in  a  far  less  ratio  than  the  increase  which  is 
shown  by  the  United  States  census  to  have  occurred  between  1850  and 
1860. 

i 

Assuming  that  the  capital  employed  in  these  institutions  was  all 
invested  prior  to  any  increase  in  the  value  of  gold,  as  compared  with 
currency  (that  is,  prior  to  January, 1862) — the  ratio  to  the  increase  of 
capital  from  1854-5  to  1864-5  would  appear  to  he  hut  about  one  fifth 
of  the  ratio  of  increase,  of  the  real  and  personal  value  of  property  in  the 
entire  country,  indicated  by  the  United  States  census  as  having 
obtained  from  1850  to  1860.  As  the  above  assumption,  relative  to  the 
average  date  of  investment,  however,  is  more  favorable  than  the  facts 
warrant,  the  relative  rate  of  increase  was  probably  really  less  than  that 
indicated. 

For  further  details  in  regard  to  these  industrial  returns,  reference  is 
made  to  the  Appendix  marked  E,  accompanying  this  report. 

Again,  assuming  the  accuracy  of  the  published  returns  of  the  manu¬ 
facturing  products  of  the  city  of  Pittsburgh*  for  the  year  1865-6  (to 
wit,  $64,280,069,  currency),  as  compared  with  those  for  the  correspond¬ 
ing  period  of  1859-60  (to  wit,  $42,805,500,  gold),  and  reducing  the 
returns  of  the  later  year  to  the  gold  basis  of  the  earlier — the  average 


*  The  following  table  shows  the  reported  business  of  the  city  of  Pittsburgh,  in  detail, 
at  the  respective  periods  mentioned  : 


Products. 

Iron  and  steel . 

Brass,  copper,  tin,  &c . 

Glass,  oil,  coal,  &c . 

Combined  material . 

Liquid  nature . 

Wood . 

Chemicals . 

From  vegetable  matter . 

Textile  fabrics . 

Animals  and  their  products 

Total . . 


— Year  ending  March - , 

1860.  1866. 


.  .$19,630,000 

$27,124,932 

865,000 

1,947,322 

. .  6,614,000 

14,659,104 

965,500 

1,815,271 

.  1,250,500 

1,506,151 

.  1,985,000 

2,291,246 

367,000 

506,045 

886,000 

1,168,978 

3,990,000 

4,650,989 

.  .  6,233,000 

8,674,981 

.  .$42,805,500. 

$64,280,069 

4 
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premium  on  gold  for  the  year  being  assumed  at  fifty  per  cent. — we  have 
results  very  nearly  equivalent  to  those  obtained  from  the  comparison  of 
the  census  returns  of  Massachusetts — namely,  no  material  increase  in 
the  aggregate  value  of  products. 

It  should  also  be  borne  in  mind,  in  this  connection,  that  a  cessation 
of  progress  in  the  United  States,  in  view  of  the  rapid  developments  of 
former  years,  cannot  be  regarded  as  other  than  retrogression. 

Such,  however,  is  the  inherent  flexibility  and  vitality  of  American 
Industry,  and  the  resources  of  the  country,  that  the  experience  of  other 
countries  affords  but  few  criteria  by  which  results  in  our  own  can  be 
estimated.  This  is  strikingly  illustrated  in  the  case  of  one  particular 
article — lumber — which,  before  the  expiration  of  the  Reciprocity  treaty 
in  March,  1866,  was  imported  into  the  United  States  from  Canada  free 
of  duty.  By  the  repeal  of  this  treaty,  Canadian  lumber  became  sub¬ 
jected  to  an  impost  of  twenty  per  cent.  ;  the  effect  of  which,  added  to 
prices  already  unprecedentedly  high,  would,  according  to  all  accepted 
politico-economic  theories,  have  been  largely  to  diminish  both  foreign 
importations  and  domestic  consumption.  On  the  contrary,  the  statis¬ 
tics  of  the  past  season  show  that  the  demand  for,  and  the  impor¬ 
tation  of  Canadian  pine  lumber  into  tbe  United  States,  has  greatly 
increased,  while  the  prices,  notwithstanding  an  increased  production, 
have  been  fully  maintained  or  advanced. 

The  lesson  of  this  showing  is,  that  the  enterprise  and  sagacity  of  the 
American  people  have  managed  to  find  a  profitable  employment  for  a 
,  vast  amount  of  lumber,  notwithstanding  its  continued  abnormal  and 
extravagant  prices  ;  but  at  the  same  time  we  are  also  compelled  to 
make  the  statement,  which  to  any  observer  needs  no  proof,  that,  in  con¬ 
sequence  of  the  high  prices  of  lumber,  there  has  been  a  very  great 
diminution  in  the  construction  of  bouses,  factories,  and  ships — thus 
directly  entailing  an  increase  of  rents,  manufactured  products  and 
freights  ;  and  indirectly  swelling  the  volume  of  prices  of  all  labor  and 
commodities. 

Another  result  arising  from  the  great  enhancement  of  prices,  above 
referred  to,  of  all  labor  and  materials  is,  that  the  products  of  American 
Industry  are  exposed  to  a  most  unfair  competition  in  their  own  and 
foreign  markets  with  the  similar  offerings  of  other  countries,  produced 
from  untaxed  raw  materials,  with  the  further  great  advantage  of 
cheaper  capital  and  lower  wages  for  labor.  In  fact,  in  nearly  every 
department  of  American  industry  the  possession  of  the  home  market 
is  seriously  interfered  with,  \yhile  our  ability  to  compete  with  foreign 
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nations  in  foreign  markets  is  restricted  to  the  sale  of  a  very  few  articles 
in  which  the  American  producer  is  largely  favored  by  natural  or 
accidental  advantages,  as  in  the  case  of  petroleum,  cotton,  sewing 
machines,  etc. 

The  following  Table ,  furnished  by  the  Bureau  of  Statistics,  shows 
the  decrease  in  the  exportation  of  various  articles,  during  the  fiscal 
year  1866,  as  compared  with  corresponding  years  1860,  1861,  1863, 
1864,  and  1865. 


ARTICLES. 

Year  1S60. 

Value. 

Year  1861. 

Value. 

Year  1S63. 

Value. 

Year  1864. 

Value. 

Year  1865. 

Value. 

Year  1866. 

Value. 

\ 

Apples,  green  and  dried . 

$206,055 

$269,363 

$364,628 

$733,191 

$578,807 

$197,198 

Ashes,  pot  and  pearl . 

Beer,  ale,  porter  and  cider,  in 

S22,820 

651,547 

513,704 

463,626 

727,229 

298,139 

casks.  . 

Beer,  ale,  porter  and  cider,  in 

.... 

.... 

101,507 

101,244 

141,345 

61,200 

bottles . 

22,202 

13,604 

27,669 

25,073 

21,806 

4,245 

Boots  and  shoes  . 

1,329.009 

1,415,775 

2,023,210 

590,382 

Butter . . 

1,144,321 

2,355,9S5 

6,733,743 

6,140,031 

7,234,173 

972,348 

1,267,S51 

Cables,  cordage  and  twines. . . 
Candles,  other  than  sperm, 

246,572 

255,274 

409,059 

553,497 

173,852 

paraffine,  and  adamantine  . 

•  •  •  • 

.... 

1,027,931 

1,251,123 

614,842 

Clocks . 

.... 

476,717 

905,541 

344,168 

Copper . 

Copper  and  brass,  manufac- 

.... 

.... 

.... 

43,229 

699,647 

33,553 

tures  of,  not  specified . 

Cotton  manufactures,  printed 

1,664,122 

2,375,029 

1.026,038 

208,043 

2S0,9SS 

110,208 

and  dyed . 

Cotton  manufactures,  miscel- 

3,356,449 

2,215,032 

630, 55S 

— 

.... 

88,742 

laneous . . 

5,792,752 

4,364,379 

1,951,576 

945,664 

2,55S,876 

973,427 

Hat3,  of  wool,  fur,  or  silk . 

US, 770 

106,512 

51,341} 

91,619 

190, 19S 

74.730 

Hats,  of  palm  leaf,  straw,  &c. . 

92,832 

50,444 

207,843 

96,391 

253,025 

42,741 

Kemp . 

•  •  •  • 

70.348 

246,257 

259,393 

27,161 

Hops . 

•  •  •  • 

2,006,058 

1,733,265 

1,217,075 

1,34S,263 

108,752 

Lead  and  lead  pipe . 

50,446 

6,241 

22,634 

18,718 

129,201 

2,323 

Leather . . 

674,309 

555,202 

634,574 

290,657 

517,717 

129,700 

Coal . 

676,444 

821.088 

456,955 

Soap . . . 

Tobacco,  manufactured . 

.... 

736,524 

790,872 

3,603,756 

983,477 

662,291 

3,372,074 

2,742,828 

3,3S4,544 

3,439,979 

1,794,689 

Wheat  flour . 

Wood  manufactures,  not  spe- 

.... 

24,645,S49 

28, 366, 069 

25,588,249 

27,222,031 

IS, 396, 686 

cified . 

2,703,095 

2.344,079 

2,549,056 

63S,435 

S58,236 

720,625 

The  foreign  commerce  of  the  United  States  is  being,  as  it  were, 
swept  from  the  ocean,  and  it  is  reported  to  the  Commissioner,  by 
experienced  shipowners  of  New  York,  that  no  voyage  with  an  American 
vessel  can  be  planned  at  the  present  time,  from  the  United  States  to 
any  foreign  port,  with  a  reasonable  expectation  of  profit. 

A  reference  to  the  official  returns  shows  the  amount  of  American 
registered  tonnage,  engaged  in  foreign  trade,  in  1865-66,  to  have  been 
but  one  million  and  a  half  tons  (1,492,924),  as  compared  with  two  and 
a  half  millions  of  tons  (2,546,237)  in  1859-60  ;  which,  allowing  for  the 
difference  between  the  old  and  new  measurements,  indicates  a  decrease 
in  five  years,  of  over  fifty  per  cent.  In  1853,  the  tonnage  of  the 
United  States  was  about  fifteen  per  cent,  in  excess  of  that  of  Great 
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Britain,  while,  at  the  present  time,  it  is  estimated  at  thirty-three  per 
cent.  less. 

An  examination  of  the  official  returns  of  the  coastwise  and  inland 
commerce,  allowance  being  made  for  the  difference  of  measurement, 
also  shows  a  decrease  in  this  branch  of  about  twelve  per  cent.  It 
should,  however,  he  stated,  that  a  part  of  this  reduction  is  probably 
due  to  the  substitution  of  steamers  for  sailing  vessels. 

Out  of  one  hundred  and  ninety-one  American  vessels  engaged  in  the 
Brazilian  or  South  American  trade,  in  1861-62,  but  thirty  are  reported 
as  remaining  ;  while  the  number  of  foreign  vessels  engaged  in  the  same 
trade  has,  during  the  same  time,  increased  nearly  threefold.  The 
immediate  cause  of  this  change  was  undoubtedly  the  ravages  and  fre¬ 
quent  presence  upon  this  part  of  the  ocean  of  the  Alabama  and  other 
Confederate  privateers,  but  the  destruction  of  property  due  to  this 
cause,  would  ere  this  have  been  repaired  had  the  ordinary  conditions 
of  trade  existed  and  'the  cost  of  constructing  vessels  continued  unen¬ 
hanced.  Instead,  however,  of  building  ships,  as  formerly,  for  all  nations, 
this  particular  branch  of  business  has,  to  a  great  extent,  been  transferred 
from  the  Atlantic  coast  of  the  United  States  to  the  British  Prov¬ 
inces  and  on  the  whole  Atlantic  coast  there  has  not  been  probably  as 
many  ships  constructed  during  the  past  season  as  in  the  two  British 
Provinces  of  New  Brunswick  and  Nova  Scotia. 

The  class  of  ships  which  cost,  at  the  present  time,  in  the  city  of 
New  York,  about  one  hundred  dollars  per  ton  (currency),  to  build  and 
equip  ready  for  sea,  do  not  cost  much  over  forty  dollars')'  (gold)  per 
ton,  to  build  and  equip  in  the  British  provinces. 


*  The  following  official  tables  show  the  extent  of  the  increase  of  shipbuilding  in  some 


of  the  British  Provinces  during  the  years  named  : 


In  I860.  In  1865. 
Tons.  Tons. 

Shipping  owned  in  Nova  Scotia .  234,748  403,000 

“  “  New  Brunswick .  147,083  249,695 


Increase.  Increase 
Tons.  per  cent. 

168,252  71 

102,612  69 


Shipping  built  in  New  Brunswick,  in  1864  .  92,605  tons. 

“  “  “  “  in  1865 .  65,474  “ 

“  “  Nova  Scotia,  in  1864 .  73,038  “ 

“  “  Quebec  and  exported  in  the  year  ending  June  30,  1865. . . .  "47,262  “ 

“  “  “  “  “  “  “  1  “  1866 _  41,115  “ 

f  The  following  extract  of  a  letter  from  an  intelligent  shipowner  of  St.  J ohns,  N.  B. ,  a 
merchant  of  more  than  forty  years’  experience,  is  conclusive  upon  this  point  : 

‘•'A  spruce  ship  to  class  five  years,  iron  fastened,  hull  and  spars  complete,  with  iron 
“knees,  can  be  had  at  about  twenty-six  dollars  per  ton,  carpenter’s  measure  (about  one 
“tenth  more  than  registered  tonnage).  A  copper-fastened  ship,  to  class  A  1  for  seven 
“years  would  cost  about  thirty  dollars  (gold)  per  ton.  To  obtain  this  class  she  is  required 
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It  is  further  reported  to  the  Commissioner,  that  during  the  month 
of  November  there  was  but  a  single  vessel  in  the  course  of  construction 
in  the  shipyards  of  the  city  of  New  York,  and  but  one  or  two  in  the 
city  of  Boston. 

For  a  more  detailed  statement  respecting  the  recent  decrease  of 
American  commerce,  reference  is  made  to  a  report  on  this  subject  made 
to  the  Secretary  of  the  Treasury  by  the  Director  of  the  Bureau  of 
Statistics,  in  the  Appendix  marked  F. 

What  is  thus  asserted  of  ships  during  the  past  year,  has  been, 
and  is  even  now,  also  true  of  the  business  of  printing  and  binding 
books.  American  publishers  have  been  able  to  send  their  MSS.  to 
England,  have  their  works  printed  and  bound  there,  and  returned, 
paying  an  impost  duty  of  twenty-five  per  cent,  in  gold  cheaper  than 
they  could  buy  paper  and  have  the  same  work  done  in  the  United 
States  by  American  mechanics  ;  and  so  well  recognized,  indeed,  has 
become  this  practice,  that  the  American  publishers’  circular  now  classes 
its  weekly  list  of  American  publications,  into  those  'printed  and  pub¬ 
lished  in  the  United  States ,  and  those  published  here ,  but  manu  factured 
abroad . 

Previous  to  1860,  about  one  half  of  the  product  of  the  copper  mines 
of  Lake  Superior  was  exported  to  France  and  Germany  ;  now  the  pro- 


“to  have  hackmatack  top,  as  this  wood  is  far  preferable  to  spruce.  A  seven  years’  ship 
“  of  one  thousand  tons  can  be  built,  rigged,  and  all  ready  for  sea,  with  cabins  finished, 
“boats,  one  suit  of  sails,  standing  rigging  and  all  stays  of  wire  rope,  running  rigging,  of 
“  manila,  and  delivered  in  your  market,  at  forty-eight  dollars  to  fifty  dollars  per  ton 
“  (gold)  at  a  profit.” 

One  of  the  most  intelligent  and  reliable  shipbuilders  of  Bath,  Maine  (where  peculiar 
facilities  exist  for  building  ships  at  low  rates),  furnishes  the  prices  for  which  a  ship  of  one 
hundred  tons,  to  class  A  1  for  seven  years,  can  be  built  in  that  port  . 

Hull  iron  fastened,  with  spars,  fifty -eight  dollars  per  ton  ;  copper-fastened  sixty-three 
dollars  per  ton  ;  hull  copper-fastened,  with  spars,  sails,  rigging,  boats,  Ac.,  complete  and 
ready  for  sea,  eighty-three  dollars  per  ton  currency. 

The  following  table  shows  the  comparative  cost  (in  gold)  of  building  a  first  class  ship  of 
one  thousand  tons  in  St.  Johns,  N.  B..  and  in  the  cheapest  shipbuilding  port  in  the  United 
States,  (gold  at  forty  per  cent,  premium)  : 


Hull  and  spars,  iron  fastened . 

“  “  copper  fastened _ 

Ship  (copper  fastened),  ready  for  sea 


In  St.  Johns. 

In  Bath. 

Increased 

Price. 

Increase 

percentage. 

$26,000 

$41,428  57 

$15,428 

59.34 

30,000 

45,000  00 

15,000 

50 

48,000 

59,285  71 

11,285 

23.51 
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prietors  of  these  mines  represent  that  their  whole  investments  are 
threatened  with  destruction,  through  failure  to  secure  even  the  home 
market. 

The  Commissioner  would  also  call  attention  to  the  fact,  that  during 
the  past  year,  flour  from  France,  and  starch  from  Great  Britain  (two 
products,  in  respect  to  which  it  might  he  supposed  that  the  United 
States  would  always  maintain  a  pre-eminence  in  production),  have  been 
imported  into  the  ports  of  Boston  and  New  York,  with  a  view  of  being 
sold  at  a  profit. 

Again  :  of  the  machinery  designed  for  the  numerous  manufactories 
now  in  process  of  construction,  especially  those  for  the  manufacture  of 
cotton  and  for  the  refining  of  sugar,  a  very  large  proportion  (fully  one 
half  in  quantity  and  value)  will  be  of  foreign  construction  ;  the  price 
being  about  one  third  less  than  that  for  which  the  same  can  be  con¬ 
tracted  for  in  the  United  States.*  American  axes,  shovels,  picks, 
ploughs,  and  other  agricultural  implements,  as  well  as  cut-nails,  in  virtue 
of  superior  workmanship,  improved  machinery,  or  established  reputation, 
still  hold  their  own  in  foreign  markets  ;  but  in  regard  to  many  other 
articles  of  hardware, f  in  respect  to  which  the  American  manufacturer 
could,  in  1860,  defy  all  competition,  the  former  export  demand  is  now 
not  only  almost  entirely  lost,  but  the  possession  of  the  home  market  is 
seriously  threatened.  A  single  one  of  many  statements  presented  to  the 
Copamissioner  may  be  reported  in  this  connection  : 

The  contract  price  for  the  wrought-iron  flasks  manufactured  and 
delivered  in  the  city  of  New  York  during  the  past  year  for  the  New 
Almaden  Quicksilver  Company,  of  California,  was  one  dollar  and  seventy 
cents  in  gold  ;  while  the  price  for  the  same  article,  since  contracted  for 
in  England,  deliverable  in  San  Francisco,  freight,  insurance,  and  all 
commissions,  included,  is  one  dollar  and  eight  cents  in  gold.  It  may 
also  be  noted,  that  the  workmen  employed  in  the  manufacture  of  these 
articles  in  New  York,  were  brought  from  the  same  establishment  now 
making  the  flasks  in  Great  Britain.  Similar  reference  might  also  be 


*  The  Commissioner  estimates  the  value  of  the  machinery,  for  American  manufactur¬ 
ing  establishments,  now  in  the  course  of  construction  in  Europe,  at  about  three  millions 
of  dollars. 

f  An  illustration  of  the  extent  to  which  the  manufacturers  of  hardware  are  threatened 
with  a  loss  of  the  home  market,  is  found  in  the  statement  that  the  importations  from 
England  for  the  first  month  of  the  present  fiscal  year,  were,  of  hardware,  £51,770  against 
£32,452  ;  and  of  cutlery,  £23,162  against  £16,159,  in  July,  1864,  and  £10,959  in  July,  1863  ; 
while  the  increase  in  the  importation  of  steel  is  nearly  two  hundred  per  cent,  having 
been  £23,000  in  1865,  and  £66,000  in  1866. 
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made  to  the  manufacture  of  umbrellas,  braids  of  silk  and  worsted,  every 
description  of  worsted  goods,  cotton  hosiery,  and  many  other  articles. 

As  an  offset  to  the  adverse  influences  of'this  condition  of  affairs,  the 
acknowledged  traits  of  the  American  character — perseverance,  enter¬ 
prise  and  fertility  of  resources — seem  never  to  have  manifested  them¬ 
selves  more  strongly  and  signally  than  at  present.  Manufacturing 
establishments  are  kept  in  motion  at  the  merest  appreciable  profit,  or 
even  with  a  present  certainty  of  loss  ;  while  every  expedient  for  econo¬ 
mizing  labor  and  perfecting  product  has  been  resorted  to.  Ample 
proof  of  this,  apart  from  the  personal  experience  of  every  investigator, 
is  to  be  found  in  the  records  of  the  Patent  Office,  already  cited,  which 
show  an  increase  of  nearly  one  hundred  per  cent,  in  the  number  of 
patents  issued  in  1866  over  those  of  1860.  Results  like  these  cannot 
be  regarded  as  other  than  great  compensations  for  the  injurious  influ¬ 
ences  to  which  the  manufacturer  is  now  exposed  from  various  causes  ; 
and  on  the  return  of  affairs  to  their  normal  condition,  will  contribute 
greatly  to  the  strength  and  stability  of  the  American  industrial  interests 
as  well  as  to  the  wealth  and  prosperity  of  the  whole  country. 

Another  effect  of  the  abnormal  advance  in  the  prices  of  labor  and 
commodities  noted,  is  the  retardation  of  the  extension  of  manufac¬ 
turing  industry.  Mills  built  at  the  present  time,  at  an  advance 
of  from  seventy  to  one  hundred  per  cent,  on  the  cost  of  buildings 
and  machinery,  over  the  cost  of  similar  establishments  built  prior 
to  1862,  must  obviously  work  at  a  great  disadvantage  where  their 
products  compete  for  a  market  with  the  products  of  those  of  equal 
productive  capacity,  operated  on  a  basis  of  fifty  per  cent,  less  of 
invested  capital  ;  and  again,  even  when  adventitious  circumstances 
affecting  demand  and  supply,  may  seem  to  warrant  a  remunerative 
profit  on  the  present  expenditure,  capitalists  naturally  hesitate  in 
regard  to  investments,  which,  in  the  course  of  a  few  years,  may,  by  a 
fall  in  prices,  be  chargeable  with  a  depreciation  of  fifty  per  cent,  or 
upwards. 

A  continuance  of  this  state  of  things,  it  is  obvious,  by  diminishing 
competition,  not  only  lends  to  maintain  prices,  and  to  give  establish¬ 
ments,  constructed  at  former  reduced  rates,  somewhat  of  the  character 
of  monopolies,  but  also  turns  the  increased  demand  for  commodities, 
consequent  upon  the  increase  of  population  in  the  country,  almost 
entirely  to  the  advantage  of  the  foreign  producer.  Instances  are 
reported  to  the  Commissioner,  where  corporations  have  set  aside  from 
their  earnings  during  the  past  few  years,  large  sums  for  the  erection 
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of  additional  manufacturing  establishments  for  the  extension  of  their 
business,  but  have  resolved  to  delay  the  expenditure  of  such  appropria¬ 
tions,  until  the  rates  at  present  commanded  for  labor,  materials,  and 
machinery,  are  reduced  considerably  below  the  present  average.  The 
effect  of  this  is,  therefore,  not  only  to  arrest  a  most  desirable  and 
healthful  increase  of  productive  industry,  and  an  increase  of  property 
especially  available  for  local  and  state  taxation,  but  the  capital  thus 
diverted  from  its  legitimate  employment  affords  increased  facilities  for 
unrestrained  speculation  ;  thus  intensifying  an  evil  whose  injurious 
effects  on  the  business  of  the  country  are  already  strikingly  apparent. 

It  should  also  be  borne  in  mind,  that  as  another  result  of  the  high 
prices  under  consideration,  that  the  rate  of  interest  to  be  paid  by  all 
new  industrial  enterprises  is  so  great  as,  of  itself,  to  almost  forbid 
prosperity.  If  with  money  quoted  at  the  leading  centres  at  from  five 
to  six  per  cent,  this  may  seem  paradoxical,  it  is  only  necessary  to 
remember,  that  one  hundred  thousand  dollars  judiciously  invested  will 
spin  no  more  cotton  or  wool,  nor  manufacture  any  greater  quantity  of 
iron  in  1866,  than  an  investment  of  fifty  thousand  dollars  would  accom¬ 
plish  in  1860  ;  and  as  the  minimum  rate  for  money  loaned  for  perma¬ 
nent  investment,  in  enterprises  of  this  character,  is  not  less  than  seven 
per  cent.,  it  follows  that  the  rate  of  interest  paid  by  the  American 
manufacturer  of  to-day,  as  compared  with  the  manufacturer  of  1860, 
cannot  be  less  than  fourteen  per  cent.  ;  which  entering  in,  as  an  ele¬ 
ment  of  the  cost  of  his  products,  must  again  reappear  in  the  prices 
required  for  them  in  the  market. 

That  investigation  under  such  circumstances  should  reveal  any 
degree  of  national  progress,  and  that  the  Treasury,  taking  into  consid¬ 
eration  the  very  considerable  abatement  of  internal  taxation  at  the  last 
session  of  Congress,  should  continue  to  receive  a  surplus  of  revenue, 
cannot  be  regarded  as  other  than  one  of  the  most  interesting  facts  con¬ 
nected  with  our  financial  and  industrial  history.  At  the  same  time  the 
demand  for  relief  from  the  producing  interests  of  the  country,  both 
manufacturing  and  agricultural,  is  most  urgent  and  general ;  and  how¬ 
ever  it  may  have  been  heretofore,  it  is  certain  that  at  present  in  many 
descriptions  of  manufacture,  the  internal  rates  of  taxation,  superadded 
to  the  high  prices  paid  for  raw  materials  and  for  labor,  sweep  nearly 
all  the  profits  into  the  coffers  of  the  Government  and  in  many  instances 
actually  offers  a  bounty  to  the  foreign  competitor.  In  this  matter  the 
Commissioner  wishes  it  to  be  understood  that  his  statements  are  not 
based  upon  mere  representations,  but  he  has  in  repeated  instances 
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visited  manufacturing  establishments,  and  verified  the  truth  of  repre¬ 
sentations  by  carefully  investigating  the  elements  of  the  cost  of  pro¬ 
duction,  from  the  purchase  of  the  raw  material  up  to  the  sale  of  the 
finished  product. 

And  here  a  word  in  reference  to  the  alleged  profits  of  manufacturers 
may  not  be  inappropriate.  The  popular  impression  that  manufacturing 
in  many  of  its  branches  has  been,  for  the  last  few  years,  exceedingly 
profitable,  is  undoubtedly  correct.  The  significant  answer  of  one  of 
the  largest  manufacturers  of  the  country,  to  a  question  under  oath 
before  the  Revenue  Commission  in  1865,  touching  the  then  rate 
of  his  profits,  was,  “  painfully  large  and  at  the  present  time,  in 
some  branches,  the  percentage  of  gain  on  the  investment  is  still  most 
considerable.  But  it  should  also  be  remembered,  that,  in  perhaps  a 
majority  of  those  cases  where  enormous  profits  in  manufacturing  have 
been  realized,  the  profits  in  question  have  been  the  result  of  extreme 
advances  ee  consequent  upon  the  war/'  in  the  prices  of  raw  and  manu¬ 
factured  material  previously  on  hand,  rather  than  from  the  operations 
of  strictly  legitimate  business.  In  illustration  of  this,  the  Commis¬ 
sioner  would  refer  to  the  case  of  a  single  manufacturing  corporation  in 
New  England,  in  which  it  was  proved  to  his  satisfaction,  that,  if  the 
corporation  in  question  had,  at  the  commencement  of  the  war,  burnt 
their  mills,  lost  then  insurance,  and  sunk  their  capital  other  than  what 
was  then  invested  in  cotton,  and  had  subsequently  sold  their  cotton  at 
the  highest  prices  obtainable,  in  place  of  manufacturing  it,  the  result 
would  have  afforded  the  stockholders  a  permanent  annuity  of  at  least 
twelve  per  cent,  on  their  original  investments. 

Discussion  of  Causes. 

$ 

Our  investigations  thus  far,  establish  what  was  before  perhaps 
sufficiently  apparent  to  every  observer,  viz.  :  that  the  producing 
interests  of  the  country  are,  on  the  whole,  in  an  abnormal  and  unsatis¬ 
factory  condition  ;  and  as  the  effects  of  this  abnormal  condition  become 
most  apparent  to  the  manufacturer  and  the  agriculturist  in  the  com¬ 
peting  sale  in  his  own  market  of  foreign  goods  at  a  low  valuation,  the 
desire  for  relief  by  legislation  naturally  manifests  itself  in  a  demand 
for  an  increase  of  the  tariff. 

Disease,  however,  in  the  body  politic,  as  well  as  in  the  body  organic, 
is  made  apparent  only  by  its  effects  ;  and  a  recognition  of  these  effects, 
followed  /by  an  inquiry  into  and  an  analysis  of  causes,  must  precede 
any  intelligent  and  successful  attempt  to  discover  and  apply  remedies. 
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A  prescription  of  remedies  under  any  other  circumstances,  in  the  one 
case  as  well  as  in  the  other,  must  he  simply  empiricism.  Recognizing, 
therefore,  this  principle  of  investigation,  let  us  next,  as  an  indispensable 
precedent  to  the  discussion  of  remedies,  endeavor  to  ascertain  the 
causes,  which  through  their  resultant  of  high  prices,  have  produced  the 
disturbing  effects  already  noted  upon  the  industry  of  the  country. 
These  causes  stated  in  the  inverse  order  of  their  importance,  appear  to 
be  as  follows  : 

First  Cause. 

/ 

A  scarcity  of  labor ,  especially  of  shilled  labor ,  in  the  country. 

The  diversion  from  the  industries  of  the  Northern  States,  consequent 
upon  the  war,  is  variously  estimated  at  from  five  hundred  thousand  to 
seven  hundred  and  fifty  thousand  men.  It  is  not  to  be  understood  that 
these  figures  represent  an  absolute  loss  to  the  industry  of  the  country, 
although  such  loss  from  casualties  and  disease  incident  to  war,  was 
undoubtedly  very  considerable  ;  but  the  universal  testimony  of  manu¬ 
facturers  is,  that  the  operatives  who  entered  the  army  from  their  estab¬ 
lishments  have  not,  as  a  general  thing,  returned  to  their  old  employ¬ 
ments.  In  two  instances  where  a  somewhat  careful  examination  was 
made  by  the  proprietors  of  manufacturing  establishments  in  different 
sections  of  the  country,  the  following  results  have  been  reported  to  the 
Commissioner.  In  the  first  instance,  out  of  one  hundred  and  twenty- 
seven  men  entering  the  army  from  an  iron  establishment  in  one  of  the 
middle  states,  only  seventeen  are  known  to  the  proprietors  to  have  re¬ 
sumed  their  former  occupations  ;  and  in  the  second  instance,  out  of 
sixteen  leaving  a  manufactory  in  a  New  England  state,  but  two  indi¬ 
viduals  are  believed  to  have  returned.  Of  this  deficit,  some  have 
engaged  in  the  cultivation  of  cotton,  and  in  various  other  industrial 
pursuits,  in  the  South  ;  a  much  larger  percentage  have  sought  new 
homes  and  new  employments  at  the  extreme  West,  or  on  the  Pacific 
coast  ;  while  others,  taking  advantage  of  the  capital  made  available  to 
them  through  the  payment  of  bounties  and  previous  savings,  have 
become  principals  rather  than  subordinates  in  business,  or,  in  cases 
of  persons  of  foreign  birth,  have  returned  to  the  countries  of  their 
nativities. 

In  one  case  reported  to  the  Commissioner- — that  of  a  manufactory 
of  carved  umbrella  handles — the  business,  through  the  withdrawal  of 
skilled  laborers  by  reason  of  the  war,  was  for  a  time  interrupted  and 


35 


almost  destroyed  ;  and  is  now  being  prosecuted  with  operatives  un¬ 
skilled  to  such  an  extent  that  an  experience  of  from  one  to  two  years 
will  be  required  to  place  the  business  in  a  position  of  advantage  in 
reference  to  foreign  competition  in  the  production  of  these  articles 
equal  to  what  it  had  obtained  previous  to  the  war. 

The  continued  rapid  and  disproportionate  growth  of  nearly  all  large 
cities,  as  compared  with  the  small  increase  of  population  in  the  rural 
districts  shows  that  speculation,  and  the  profit  obtainable  by  exchanging 
rather  than  by  producing,  offer  greater  inducements  at  present  to 
many  than  the  pursuits  of  their  ordinary  or  former  industries,  and 
must  be  recognized  as  one  of  the  causes  which  have  contributed  to  a 
scarcitv  of  skilled  labor. 

The  opening  up  of  many  new  employments  to  women,  coupled  with 
an  increased  prosperity  of  the  agricultural  classes,  has  also  produced, 
in  many  sections  of  the  country,  an  unusual  scarcity  of  female  opera¬ 
tives.  This  is  particularly  the  case  in  the  manufacturing  districts  of  New 
England,  and  has  not  been  remedied  by  a  large  advance  in  wages.  The 
average  rate  of  wages  paid  to  adult  female  operatives  in  New  England 
cotton  mills* *  is  reported  to  be  one  dollar  per  day,  while  in  cases  of  the 
more  skilled  operatives,  earnings  of  from  twenty  to  thirty  and  even 
forty  dollars  per  month — exclusive  of  board — are  reported.  As  an 
illustration  of  the  independence  of  labor  over  capital  in  this  depart¬ 
ment,  it  may  be  stated,  that,  during  the  summer  of  1866,  the  product 
of  the  cotton-mills  of  New  England  was  variously  reduced  from  five  to 
twenty-five  per  cent.,  through  the  inability  to  obtain  female  operatives, 
even  with  the  inducement  of  the  highest  rates  of  wages  ever  paid  in 
this  branch  of  manufacture.  In  one  instance  specifically  reported  to 
the  Commissioner  (viz.,  the  Amoskeag  Manufacturing  Company,  New 
Hampshire),  at  least  twenty-five  per  cent,  of  the  machinery  stood  still 
for  a  period  of  three  months  in  1866,  for  the  sole  reason  of  an  inability 
to  procure  operatives. 

Another  result  growing  out  of  this  great  and  competitive  demand 
for  labor  is,  that  the  labor  itself  becomes  unstable  in  its  character  ;  to 
meet  which  -a  not  uncommon  practice  has  prevailed  in  New  England,  of 
offering  ten  per  cent,  in  addition  to  the  ordinary  rates  of  wages,  condi- 

V 

*  The  average  wages  of  female  operatives,  between  the  ages  of  twenty  and  sixty,  in 
Great  Britain,  at  the  present  time,  are  thus  reported  : 

In  England,  per  week .  12s.  6d.  =  $3  12s  (in  gold). 

In  Scotland,  “  10s.  6d.  =  2  62  s  “ 

In  Ireland,  “  9s.  9d.=  2  44  “ 
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tioned  on  the  continuance  of  the  engagement  for  a  certain  definite 
period.  It  is,  therefore,  obvious  that,  how  much  soever  this  instability 
in  the  prices  and  in  the  supply  of  labor  may  he  to  the  advantage  of 
the  operatives,  it  constitutes  an  almost  insuperable  obstacle  to  pro¬ 
duction  at  the  minimum  cost  ;  and  must,  therefore,  be  reckoned  as  one 
of  the  disadvantages  from  which  the  foreign  competitor  of  the  American 
manufacturer  is  at  present  wholly  exempt. 

The  volume  of  immigration  now  pouring  into  the  country,  affords 
hut  little  immediate  relief  to  the  acknowledged  scarcity  of  skilled  labor, 
inasmuch  as  the  hulk  of  it  is  purely  agricultural,  and  seeks  a  home 
and  employment  in  the  extreme  West.  Owing  to  this  immigration, 
however,  and  to  the  circumstance  that  agricultural  labor  has  been  sup¬ 
plemented  and  relieved  by  machinery  to  a  greater  extent  than  almost 
any  other  department  of  production,  the  interests  of  agriculture  have 
suffered  much  less  than  those  of  manufactures  and  commerce.  This 
statement  finds  a  striking  illustration  in  the  fact  that  during  the 
period  of  the  war,  notwithstanding  the  great  draught  from  the  agricul¬ 
tural  states  to  the  army,  the  harvest,  through  the  more  extensive  use 
of  machinery,'*  increased  rather  than  diminished.  Thus  the  state  of 
Iowa,  which,  out  of  a  population  in  1860,  of  675,000,  furnished  to  the 
army,  from  May,  1861,  to  the  end  of  1863,  52,240  men,  nevertheless 
increased  her  number  of  acres  of  improved  land  from  3,445,000  in  1859, 
to  4,700,000  in  1862,  and  4,900,000  in  1863;  and  her^  product  of 
wheat  from  8,795,000  bushels  in  1862,  to  14,592,000  in  1863.  Again, 
in  1859,  the  amount  of  wheat  raised  in  the  state  of  Indiana,  was 


*  The  following  extract  from  a  communication  addressed  to  the  Commissioner,  from  one 
of  the  most  intelligent  agricultural  writers  of  the  country,  living  in  western  New  York,  is 
significantly  illustrative  of  this  point. 

,  “This  state  of  things  [the  scarcity  of  labor]  has  stimulated  into  great  activity  the 
untiring  genius  of  the  American  mechanician  to  invent  and  introduce  labor-saving  ma¬ 
chinery,  to  meet  every  exigency  of  the  farmer,  manufacturer,  and  mechanic  ;  much  of 
which  has  been  invented  within  a  few  years,  and  the  earlier  specimens  greatly  improved. 

“  The  reaper  and  mower  have  become  ‘  institutions’ — a  necessity — and  no  farmer  of  any 
standing  ignores  their  use.  The  machinery  for  raking  and  loading  hay  in  the  field  and 
the  unloading  in  the  barn  and  on  the  stack,  the  potato  digger,  the  corn  cutter,  the 
bean  puller,  the  cultivator,  the  corn  and  bean  planter  aud  seed  sower,  threshing  machines 
corn  shelters,  fanning  mills,  straw  and  root  cutters,  hay  rakes,  tile  ditchers,  Ac .,  Ac., 
though  not  all  of  recent  introduction,  have  all  been  greatly  simplified  and  improved  ;  in 
short,  every  implement  of  farm  husbandry  from  the  hoe  to  the  reaper'  has  undergone  various 
transformations  for  the  better,  since  the  late  change  of  the  times,  and  almost  every  variety 
of  farm  and  mechanical  labor  is  now  performed,  or  greatly  assisted,  by  inert  matter,  that 
heretofore  was  a  heavy  tax  on  human  muscle  and  sinew.” 
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15  219  00  bushels while  in  1863,  notwithstanding  the  state,  out  of 
its’  population,  in  1860,  of  1,350,000,  had  furnished  to  the  army  more 
than  124,000  fighting  men,  the  annual  product  of  wheat  exceeded 

twenty  millions  of  bushels. 

Another  fact  worthy  of  note  in  this  connection,  is  the  change  which 
recent  high  prices  and  the  great  demand  for  skilled  labor  have  occa¬ 
sioned  in  the  character  of  the  workmen  employed  in  the  various 
mechanical  establishments  of  the  country.  Formerly,  these  operatives 
were  almost  exclusively  of  American  birth  ;  now  a  large  proportion 
are  of  foreign  birth  ;  while  the  testimony  as  respects  the  comparative 
skill  and  constructive  ability  of  the  latter  is  almost  invariably  favor¬ 
able.  This  result  is  certainly  a  gratifying  one,  inasmuch  as  it  proves 
that  the  influences  which  surround  the  immigrant  m  the  United 
States,  even  in  her  large  cities,  are  of  a  character,  which  on  tne  whole 
tend  to  elevate  him,  aud  to  induce  him-  to  leave  the  crowded  walks  of 
unskilled  and  less  productive  labor  for  those  which  are  certain  io 
increase  much  more  rapidly  the  wealth,  not  only  of  the  individual  but 

also  of  the.  state. 


Second  Cause. 

The  second  cause  to  which  the  present  inflation  of  prices  may  he 
attributed,  is  the  adoption ,  on  the  part  of  the  Government ,  as  a  mea¬ 
sure  of  value ,  as  a  medium  of  exchange ,  and  as  a  legal  tender ,  of  an 
irredeemable  paper  currency. 

Lest  we  may  be  misapprehended  on  this  point,  and  oe  chaiged  with 
attributing  to  an  abundance  of  money ,  an  influence  on  prices,  which 
economical  science  is  not  now  disposed  to  admit,  we  state  at  the  outset, 
that  we  have  failed  to  find,  either  in  the  history  of  our  own  or  of  other 
countries,  such  a  relation  between  the  volume  of  the  currency  and  the 
prices  of  commodities,  as  will  justify  the  conclusion  that  the  iormer 
determines  the  latter  )  but  this  is  on  the  assumption  that  the  cunency 
he  one  of  real  money ,  that  is,  gold  and  silver,  or  their  exchangeable 

equivalent. 

The  best  authorities  in  Europe  predicted  a  heavy  decline  in  the  value 
of  gold  as  a  consequence  of  the  discoveries  in  California  and  Australia ; 
butdt  seems  now  to  he  established  that  this  decline  does  not,  as  mani¬ 
fested  by  the  advance  of  prices,  exceed  fifteen  or  twenty  per  cent. 
Various  causes  have  been  assigned  to  explain  this  moderate  influence. 
Those  which  seem  to  us  most  probable  are  the  following  :  1  irst,  the 
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mining  operations  of  California  and  the  other  Pacific  states,  and  of  Aus¬ 
tralia,  have  been  of  themselves  a  vast  addition  to  the  productive  devel¬ 
opment  of  the  world.  Directly  and  indirectly  they  give  employment  to 
many  millions  of  people,  who,  prior  to  these  discoveries,  had  to  be  sup¬ 
ported  by  other  industries.  Thus  the  very  process  of  supplying  to  the 
world  an  enlarged  store  of  the  precious  metals  has  created  a  powerful 
absorbent  of  them  as  money.  A  still  more  potent  influence  is  the 
stimulus  which  an  abundance  of  real  money  gives  to  all  business. 
This  influence,  which  extends  over  the  whole  world,  as  far  as  money 
and  civilization  go,  does  much  to  neutralize  the,  effect  of  a  large  addi¬ 
tion  to  the  supply  of  gold.  Commerce  is  the  great  equalizer  of  values, 
and  this  truth  has  been  nowhere  better  illustrated  than  in  the  history 
of  the  precious  metals.  The  time  when  a  few  glittering  beads,  or  other 
gew-gaws,  could  win  from  savages  a  rich  exchange  of  gold  and  silver ; 
or  when  the  hoarded  wealth  of  India  could  be  got  by  the  barter  of 
fabrics  of  small  cost  but  high  utility,  has  gone  by.  The  natives  of 
India  have  learned  from  their  conquerors  to  measure  silver  and  gold  by 
European  standards  ;  and  what  is  a  higher  proof  of  their  advancing  civ¬ 
ilization,  to  use  them  as  money.  The  creation  of  a  currency  for  the 
East,  and  the  reformation  of  the  currencies  of  Europe,  especially  of 
France,  where  the  cumbersome  silver  pieces  have  been  replaced  by 
lighter  coins  of  gold,  constitute  a  third  reason  why  the  fall  in  the  value 
of  gold  has  been  retarded,  and  its  influence  on  prices  modified. 

When,  therefore,  we  attribute  to  the  paper  currency  of  the  United 
States  an  unhealthy  influence  on  prices,  it  is  not  because  of  its  quality 
as  money  (though  such  an  increase  of  real  money,  as  is  expressed  in 
the  enlargement  of  our  currency,  if  it  were  possible  to  confine  it  to  any 
one  country,  could  not  be  without  an  influence  of  the  same  nature)  ; 
but  because,  being  inconvertible,  it  lacks  the  one  essential  characteristic 
of  gold  and  silver  money,  which  fits  them  to  be  a  measure  of  values  ; 
namely,  that  they  are  the  product  of  labor,  and  as  such,  that  the  sup¬ 
ply  of  them  is  regulated  by  natural  laws  ;  while,  on  the  contrary,  the 
supply  of  legal  tender  money  has  depended  only  on  the  wants  of  the 
Government,  and  the  activity  of  the  printing  press.  The  value  of  the 
one  is  an  intrinsic  property,  based  on  the  cost  of  its  production  ;  while 
the  valuation  set  upon  the  other,  is  a  matter  of  purely  arbitrary 
legislation. 

When,  however,  a  country  like  the  United  States,  either  from  choice 
or  necessity,  abandons  the  only  standard  recognized  by  civilized  nations 
by  which  to  buy  and  sell  and  measure  prices,  and  adopts  in  its  stead 
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a  paper  currency,  irredeemable  in  specie,  all  commercial  values  become 
at  once  capricious,  and  prices  vary  continually  in  defiance  of  any  known 
law  or  precedent.  The  vessel  freighted  with  the  nation’s  commerce  is 
sent  to  sea  without  a  rudder,  to  become  the  helpless  victim  of  winds 
and  currents,  which  the  more  fortunate  mariner  can  meet  and  control  ; 
while  the  light-house  and  the  chart  serve  only  to  disclose  the  dangers 
which  it  cannot  escape. 

The  inconvertibility  of  the  currency,  together  with  its  purely  local 
character,  and  the  volume  to  which  it  has  expanded,  are  the  causes  of 
its  depreciation.  The  term  circulation  is  borrowed  from  the  economy 
of  the  human  body,  in  which  the  blood  issuing  from  the  heart,  and 
passing  through  the  system,  returns  to  the  heart  again  to  be  vitalized 
anew.  So  a  redeemable  currency,  issuing  from  a  bank,  and  passing 
through  the  veins  and  arteries  of  business,  returns  at  intervals  to  its 
issuer,  to  be  exchanged  for  gold,  or  to  have  its  quality  of  convertibility 
tested.  As  without  the  returning  current  to  the  heart,  the  blood  would 
cease  to  nourish  the  bodily  tissues,  so  without  the  power  of  return¬ 
ing  to  its  source,  the  monetary  circulation  becomes  weak  and  torpid, 
and  loses  a  portion  of  its  vitalizing  power.  Let  it  be  remembered,  that 
since  the  issue  of  the  first  legal-tender  no'te,  the  people  have  been  with¬ 
out  the  power  either  to  exchange  it,  or  limit  the  amount  of  such 
currency.  Where  bank-notes  are  not  needed,  the  issuer  is  compelled 
to  retain  them  till  they  can  be  again  profitably  employed,  but 
greenbacks  could  not  be  so  driven  from  circulation.  They  were  issued, 
not  in  answer  to  a  popular  demand,  but  to  minister  to  a  public 
necessity.  In  the  early  period  of  their  issue  they  came  faster  than 
they  were  wanted,  and  prices  which  rose  at  first  slowly,  could 
not  absorb  them.  But  with  abundance,  they  became  cheap  and 
the  holders  were  willing  to  give  more  of  them  in  exchange  for  com¬ 
modities  than  they  would  have  given  in  a  scarcer  currency  of  gold  and 
silver  or  convertible  paper.  In  this  way  the  rise  of  prices  was  inaugu¬ 
rated,  and  for  a  time  was  continued.  But  the  influx  of  currency 
stopped  at  last,  before  the  upward  current  of  prices  had  been  arrested. 
While  at  first  they  were  governed  only  by  the  immutable  laws  of  sup¬ 
ply  and  demand,  new  influences  had  at  length  begun  to  operate.  Dis¬ 
trust  and  uncertainty  had  caused  the  holders  of  products  to  add  an 
insurance  to  their  profit,  and  profit,  in  sagacious  hands,  became  very 
large.  Out  of  this  state  of  things  grew  speculation,  idleness,  extrava¬ 
gance  of  living,  discontent  with  moderate  and  slow  gains,  haste  to  get 
rich,  and  the  spirit  of  trading  as  distinguished  from  the  spirit  of  pro- 
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duction.  These  things  have  borne  heavily  on  the  laboring  classes,  and 
on  most  of  the  regular  industries  ;  have  largely  increased  the  cost  of 
living,  while  they  have  given  to  the  poor  none  of  the  compensating 
advantages  which  capitalists  derive  from  an  unsettling  of  the  value  of 
property. 

As  an  illustration  of  the  extent  to  which  the  country  is  taxed  by  the 
facilities  which  the  present  redundant  currency  affords  to  speculation, 
we  have  but  to  refer  to  the  fact  that,  while  the  wheat  crop  of  the  coun- 
try  for  the  present  season  is  fully  up  to  the  average  in  amount,  and 
beyond  the  average  in  condition,  and  while  the  corn  crop  is  estimated  at 
the  remarkable  figure  of  eight  hundred  and  eighty  millions  of  bushels, 
or  sixty  per  cent,  in  excess  of  the  liberal  crop  of  1860 — the  popula¬ 
tion,  in  the  meantime,  having  increased,  according  to  the  most  liberal 
estimates,  but  thirteen,  per  cent. — notwithstanding  these  facts,  the 
quotations  for  flour,  in  the  city  of  New  York,  ou  the  31st  of  October, 
1866,  were  very  considerably  in  advance  of  the  prices  for  the  corre¬ 
sponding  periods  of  any  of  the  years  from  1860  to  1865  inclusive.* 

A  comprehensive  survey  of  all  the  circumstances  would  give  the 
measure  of  the  influence,  of  the  present  unredeemable  paper  currency, 
on  prices  substantially  as  follows  : 

First.  An  increase  of  prices  corresponding,  in  a  degree,  to  the  average 
difference  in  the  value  of  gold  and  currency,  f 


*  The  following  table,  derived  from  the  New  York  Financial  Chronicle,  exhibits  the  com¬ 
parative  prices  (in  gold)  of  flour,  in  the  city  of  New  York,  on  the  31st  of  October  for  the 
seven  years  from  1860  to  1866  inclusive  : 

1860  . $5  75  1864 . 1 .  4  89 

1861  . . .  6  00  1865 . .  6  03 

1862  .  5  38  1866 .  8  56 

1863  .  5  00 

t  Among  the  many  fallacies  wnich  have  prevailed  on  the  subject  of  the  existing  currency, 
and  one  which  is  often  entertained  by  those  who  admit  the  fact  of  its  depreciation,  is  the 
idea,  that  the  extent  of  depreciation  at  a  given  period  can  be  determined  by  the  price  of 
gold.  Thus  it  has  been  said,  that  on  the  first  day  of  July,  1864,  the  price  of  gold  was  two 
hundred  and  eighty,  and  the  outstanding  circulation  five  hundred  and  seventy-five  mil¬ 
lions,  while  in  March,  1866,  with  gold  at  one  hundred  and  thirty,  the  circulation  had  risen 
to  seven  hundred  and  twenty -five  millions,  and  it  was  argued  from  these  data  that  the 
currency  was  not  at  the  latter  date  redundant,  and  that  without  contraction  specie  pay¬ 
ments  might  easily  be  resumed  within  a  brief  period.  We,  however,  derive  from  these 
figures  a  very  different  lesson,  which  is  that  the  price  of  gold  has  borne  very  little  relation 
to  the  volume  or  the  value  of  the  currency  of  this  country  since  the  people  ceased  to  use  it 
or  to  think  of  it  as  money  in  their  business  dealings.  Precisely  when  this  began,  it  is 


41 


Second.  As  the  price  of  gold  (using  the  expression  in  the  sense  of  its 
being  a  measure  of  the  value  of  the  currency)  continually  varies,  a 
further  addition  to  prices,  in  order  to  insure  the  dealer  against  fluctua¬ 
tions  in  values,  is  necessarily  made  in  all  commercial  transactions.  The 
effect  of  this  is  to  assimilate  the  business  of  the  country  to  that  of  the 
manufacturers  of  extra-hazardous  materials,  with  whom  a  contingent, 
and  ultimately  certain  disaster,  is  necessarily  reckoned  as  an  element 
of  cost. 

Finally.  The  general  unsettlement  of  values,  consequent  upon  the 
fluctuations  above  noticed,  is  largely  taken  advantage  of  in  the  thud 
instance,  by  dealers  and  manufacturers,  to  advance  prices  to  a  degree 
that  is  only  limited  by  the  endurance  of  the  public. 


In  view  of  the  results  of  such  an  analysis,  with  how  much  of  signifi¬ 
cance  and  meaning  does  the  opinion  of  an  American  statesman  of  a 
former  period  become  invested  ?  “  Of  all  the  contrivances  ,”  says  Mr. 

Webster,  u for  cheating  the  laboring  classes  of  mankind,  none  has  been 


found  more  effectual  than  that  ivhich  deludes  them  with  an  irredeemable 


paper  currency 


n 


Third  Cause. 


The  third  of  the  causes,  and  perhaps  the  most  influential,  to  which 
the  present  inflation  of  prices  may  be  attributed,  is  the  extent  of  the 
burden  of  national  taxation.  As  this  subject  was  most  fully  discussed 


impossible  to  determine,  but  it  bad  clearly  taken  place  when  the  upward  current  of  prices 
was  not  arrested  by  the  downward  current  of  gold  ;  and  tbe  prices  of  1866,  have  been 
unquestionably  higher  than  those  of  1861.  For  a  while,  after  the  suspension  of  specie 
payments,  the  banks  kept  their  gold,  either  in  obedience  to  local  laws  requiring  a  reserve 
of  specie,  or  in  the  expectation  that  the  war  would  end,  and  cash  payments  be  resumed. 
While  these  reserves  were  maintained,  gold  continued  to  have  an  ascertainable  relation  to 
the  value  of  the  paper  substituted  ;  but  when  at  last,  even  the  most  conservative  banks 
threw  their  hoards  upon  the  market,  yielding  reluctantly  to  the  conviction  that  it  was  no 
longer  money,  but  salable  merchandise  which  it  was  not  profitable  for  them  to  holdr  ;  from 
that  day  gold  ceased,  in  the  United  States,  to  measure  values  as  it  had  before  ceased  to 
exchange  them. 

We  do  not  overlook  the  fact  that  gold  is  still  the  only  money  receivable  at  the  Custom- 
House,  nor  that  the  Government  is  continually  disbursing  it  in  payment  of  interest,  nor 
again  that  the  importer  of  foreign  goods  having  to  pay  in  gold,  must  calculate  his  selling 
price  also  in  that  currency.  These  facts  do  not  impugn  our  general  position,  that  the 
controlling  currency  of  this  country  is  inconvertible  paper  money.  It  is  currency  in  use 
which  controls  prices,  and  the  extent  to  which  paper  is  employed  to  conduct  the  gigantic 
inland  commerce  of  this  country  renders  the  operations  of  the  importer  and  the  coin  dis¬ 
bursements  of  the  Government  trivial  in  comparison,  and  of  inappreciable  influence. 

6 


42 


and  illustrated  in  the  Report  of  the  Revenue  Commission,  submitted 
at  the  first  session  of  the  Thirty-ninth  Congress,  any  further  detailed 
exhibit  seems  now  unnecessary.  The  following  facts  are,  however, 
most  instructive  : 

•  1 :  . 

.  The  whole  amount  of  revenue  raised  by  internal  taxation  during  the 
fiscal  year  ending  June  30,  1866,  was  $310,906,984  currency,  and  from 
customs  $179,046,630  gold.  Reducing  the  customs  receipts  to  cur¬ 
rency  (the  premium  on  gold  being  assumed  at  forty  per  cent.*)  we  have 
as  the  total  amount  of  revenue  drawn  from  the  country  during  the  above 
year,  by  various  forms  of  taxation,  the  sum  of  $561,572,266  currency; 
which,  with  an  assumed  population  of  thirty-five  millions,  is  equivalent 
to  $16  04  currency,  or  $11  46  in  gold,  per  capita. 

The  following  table  shows  the  amount,  per  capita ,  collected  by  vari¬ 
ous  forms  of  direct  and  indirect  taxation  in  the  United  States  for 
1865-6,  and  in  several  of  the  leading  states  of  Europe  for  the  year 
1865  (the  revenues  from  the  public  or  crown  lands,  post-office  receipts, 
and  colonial  subsidies,  being  excluded  from  the  estimate)  ;  also  the 
amount  of  public  debt,  in  the  same  countries,  per  capita  : 


Taxation,  per  capita.  National  Debt,  per  capita. 

United  States . Ill  46  gold.  $74  28 

Great  Britain .  10  92  “  125  00 

France .  7  97  “  53  00 

Belgium .  559  “  26  00 

Prussia . 5  43  “  12  00 

Austria . . .  5  27  “  45  00 

Holland . . .  .  67t  “  121  00 


Assuming  the  value  of  the  real  and  personal  property  of  the  United 
States  to  have  increased  since  1860,  the  date  of  the  last  census,  suffi¬ 
cient  to  compensate  for  all  the  losses  and  depreciations  growing  out  of  the 
war,  the  ratio  of  taxation  to  property  for  the  last  fiscal  year  was  three 
and  ninety-three  one  hundredths  (3.93)  per  cent.  During  the  same 
year  the  estimated  ratio  of  taxation  to  property  in  Great  Britain  was 


*  The  average  price  of  one  dollar,  gold,  for  the  United  States  fiscal  year  ending  June 
30,  1866,  was  one  dollar  forty  and  a  half  cents  currency. 

f  Attention  is  called  to  the  circumstance,  that  a  not  inconsiderable  portion  of  the  Dutch 
revenue  is  a  tribute  from  the  East  India  possessions  of  that  nation,  levied  by  an  elaborate 
system  of  semi-serfage. 
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nine-tenths  of  one  per  cent.  ;*  or,  in  ocher  words,  if  the  ratio  of  taxa¬ 
tion  in  Great  Britain  had  been  in  1865  the  same  as  that  now  main¬ 
tained  in  the  United  States,  the  amount  derived  from  taxation  in  that 
country  would  have  been  $1,424,184,840  in  place  of  $354,131,000. 

Furthermore,  it  should  be  remembered,  that  taxes  in  Great  Britain 
are  levied  in  such  a  manner  as  in  the  least  possible  degree  to  enhance 
prices — all  of  the  ordinary  forms  and  products  of  industry  being 
exempt  from  taxation  ;  while  in  the  United  States  the  exemption  of 
any  form  of  capital,  or  process  or  result  of  industry,  is  the  exception 
rather  than  the  rule.  Thus,  in  Great  Britain,  out  of  a  gross  revenue 
in  1865  of  $354,131,000,  27.6  per  cent,  was  derived  from  the  excise 
duties  on  the  manufacture  and  sale  of  spirituous  and  fermented  liquors 
and  tobacco  ;  while  in  the  United  States  during  the  corresponding  fiscal 
year  (with  at  least  double  the  consumption  of  spirits  and  tobacco;,  out 
of  the  gross  revenue  of  $558,032,620,  the  percentage  of  receipts  from 
the  same  articles  was  only  5.56  per  cent. 

As  a  further  illustration  of  the  extent  to  which  industry,  exempt  in 
Great  Britain,  is  taxed  in  the  United  States,  it  may  be  stated  that  the 
tax  of  six  per  cent.,  levied  and  collected  during  the  fiscal  year  1864-5, 
on  the  value  of  the  products  of  the  woollen  industry  in  Massachusetts 
alone  ($48,430,  671),  was  equivalent  to  nearly  twenty  per  cent,  on  the 
whole  capital  ($14,735,830);  invested  in  this  business,  while  the  tax 
on  the  value  of  boots  and  shoes  manufactured  in  the  same  State 
during  the  same  year,  $52,915,243,  was  equal  to  thirty  per  cent,  on  the 
whole  capital  employed,  viz.,  $10,067,474. 

It  must,  therefore,  be  obvious,  that  a  revenue  system  like  the  above, 
necessarily  involves  a  most  extensive  duplication  of  taxes,  which  in 
turn  entails  and  maintains  an  undue  enhancement  of  prices  ;  a  decrease 
bath  of  production  and  consumption,  and  consequently  of  wealth  ; 
a  •  restriction  of  exportation  and  of  foreign  commerce,  and  a  large 
increase  in  the  machinery  and  expense  of  collection. 

In  view  of  these  facts,  furthermore,  the  Commissioner  feels  that  he 
needs  no  apology  for  the  protest  made  at  the  last  session  of  Congress, 


*  The  revenue  derived  from  taxation  in  the  United  States  in  1866,  was  $561,572,266  ; 
and  the  value  of  real  and  personal  property,  according  to  the  census  of  1860,  $14,282,- 
726,088.  The  amount  of  revenue  derived  iu  Great  Britain  from  various  forms  of  taxation 
in  1864-65,  excluding  the  receipts  from  crown  lands,  post-office,  &c. ,  was  $354,131,000  ; 
the  value  of  real  and  personal  property,  according  to  the  census  of  1861,  being 
$31,512,000,000,  the  estimated  increase  of  three  per  cent,  per  annum,  or  fifteen  per  cent, 
advancing  the  value  in  1866,  to  $36,238,800,000. 
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and  which  he  again  renews,  against  the  entertainment  of  propositions 
to  pay  at  the  present  time,  from  the  treasury  of  the  nation,  sums  for 
bounties,  varying  from  seventy-five  to  three  hundred  millions  of  dollars  ; 
especially  in  view  of  the  fact,  that  over  five  hundred  and  eighty  six 
millions  of  dollars*  have  already  been  appropriated  and  expended  by 
national,  state,  and  local  authorites  for  this  purpose.  The  shoulders  that 
hear  the  burden  of  national  debt  and  taxation  are  indeed  broad,  but 
the  burden  is  heavy,  even  for  a  giant  and  is  most  weighty  upon  the 
system  when  as  now,  it  is  striving  under  the  burden  to  assume  an 
erect  and  normal  position.  The  men  that  have  fought  the  battles 
of  the  country  have  a  right  to  claim  from  that  country  a  reward  that 
cannot  he  measured  by  money,  hut  they  have  no  right  to  ask  it,  in  a 
form  and  at  a  time,  when  its  payment  would  tend  to  check  the  devel¬ 
opment  and  prosperity  of  the  state.  What,  moreover,  is  an  individual 
bounty  of  one  or  two  hundred  dollars  compared  with  a  speedy  confer¬ 
ring  upon  Congress  the  ability  to  remove  such  an  amount  of  taxation 
as  will  increase  the  wages,  as  well  as  the  pensions  of  the  soldier,  by 
increasing  the  purchasing  power  of  money,  and  in  addition  to  that,  the 
insurance  to  each  soldier  of  the  certainty  of  permanent  and  remunerative 
employment,  by  insuring  the  prosperity  and  rapid  development  of  the 
country. 

In  considering  this  question,  moreover,  it  is  important  that  a  great 
and  acknowledged  principle  should  not  be  lost  sight  of,  which  is,  that 
in  every  heavily  taxed  country,  and  under  any  revenue  system,  it  is  the 
working  classes  on  whom  the  burden  of  taxation  invariably  presses  the 

*  The  following  letter  relating  to  the  above  subject  has  been  placed  at  the  disposal  of 
the  Commissioner  : 

“  War  Department,  Provost-Marshal-General’s  Bureau, 

“  Washington  City,  2 6th  May,  1866. 

‘ 4  Hon.  E.  M.  Stanton,  Secretary  of  War. 

Sir  :  In  answer  to  the  request  of  the  Hon.  Secretary  of  the  Treasury,  of  the  22d  instant, 
and  referred  by  you  to  this  Bureau,  ‘  to  furnish  him  with  an  estimate  of  the  amount  of 
money  expended  in  the  form  of  bounties  during  the  war,  by  the  national  and  state  govern¬ 
ments,’  I  have  the  honor  to  report,  that  the  amount  expended  by  the  National  Govern¬ 
ment,  as  estimated  from  the  records  of  this  office  is  $300,223,500,  and  from  information 
collected  from  the  state  and  local  authorities,  there  has  been  expended  by  them  the  sum 
of  $286,029,029,  but  it  is  thought  that  this  last  branch  of  the  subject  is  not  complete, 
and  does  not  show  the  full  amount  expended  by  state  and  local  authorities. 

“I  am  Sir,  very  respectfully, 

“  Your  obedient  servant, 

“James  B.  Fry, 

“  Provost  Marshal- General.” 
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most  severely,  inasmuch  as  the  rich  pay  out  of  theiv  abundance ,  but 
the  workingmen  out  of  their  living.  The  truth  ot  this  principle  once 
recognized,  the  Commissioner  finds  it  difficult  to  believe  that  the 

O  J 

soldiers  themselves  will  be  willing  to  impose  this  additional  burden 
upon  all  their  own  friends  and  associates. 

Neither  must  these  men,  in  whose  name  the  claim  tor  additional 
bounty  is  made,  delude  themselves  with,  the  belief  that  if  granted,  it 
will  be  all  gain  and  no  loss.  They  themselves  now  form  a  large  portion 
of  the  most  intelligent  and  energetic  mechanics  and  workingmen  in  the 
community,  and,  as  such,  they  are  among  the  largest  producers,  and, 
consequently,  the  largest  consumers  of  taxed  commodities.  Upon  them 
must,  therefore,  fall  a  large  proportion  of  the  permanent  taxation  which 
will  be  rendered  necessary  to  meet  the  interest  upon  the  debt  incurred 
in  order  to  defray  the  proposed  appropriations  for  bounties. 

I 

Discussion  of  Remedies. 

Having  thus  presented  an  exhibit  of  the  abnormal  and  disturbed 
condition  of  the  country,  and  attempted  an  analysis  of  the  causes  which 
have  led  to  the  results  cited,  we  come  next  to  a  discussion  of  remedies  : 

First ,  as  bearing  upon  the  cause  referred  to  ;  and  secondly ,  as  to 
the  proposed  increase  of  the  tariff  as  a  remedial  measure. 

Remedy  for  the  First  Cause. 

In  respect  to  the  first  cause  which  has  contributed  to  the  inflation 
of  prices,  viz.,  scarcity  of  labor,  it  is  not  clear  that  legislation  can  be 
made  available  for  relief,  unless  by  the  enactment  of  measures  to  stimu¬ 
late  and  facilitate  immigration.  Thd  evil  growing  out  of  this  cause, 
must  in  the  course  of  time  cure  itself,  and  that  it  is  already  in  the 
process  of  so  doing,  is  made  evident  by  the  acknowledged  increasing 
supply  of  unskilled  labor  throughout  the  country,  as  well  as  by  the 
very  great  increase  in  the  invention  and  use  of  labor-saving  machinery.* 

Second  Remedy. 

The  remedy  for  the  second  cause — viz.,  the  adoption  on  the  part  of 
the  state  of  an  irredeemable  paper  currency — is  to  be  found  in  a 

*  Since  the  preparation  of  this  report  a  marked  change  has,  in  truth,  occurred  in  New 
England  in  the  supply  of  skilled  labor  available  for  the  manufacture  of  textile  fabrics  ;  a 
depression  of  the  woollen  manufacture  having  thrown  out  a  large  number  of  hands  from 
their  former  employment. 
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return  to  specie  payments  ;  while  the  agency  through  which  we  must 
seek  for  such  remedy  can,  in  the  main,  be  no  other  than  contraction — 
contraction  applied  to  the  greatest  possible  extent,  and  at  the  earliest 
possible  moment,  compatible  with  the  condition  of  the  industrial  inte¬ 
rests  of  the  country,  and  of  the  public  obligations. 

What  these  limits  are  to  be,  it  is  for  the  judgment  of  Congress  to 
decide  ;  but  every  hour's  unnecessary  delay  in  determining  on  and 
announcing  a  fixed  policy  in  this  direction,  perpetuates  a  state  of  things 
prejudicial  to  healthy  business;  favorable  to  speculation  and  abnormal 
prices ;  tending  to  panics ;  discriminating  against  the  masses,  and  in 
favor  of  the  shrewd  and  unscrupulous. 

That  judicious  contraction,  following  a  reduction  of  taxation,  would 
prove  detrimental  to  any  producing  interest,  the  Commissioner  does  not 
believe.  The  influence  of  such  a  policy,  seasonably  announced,  would 
go  before  it ;  prices  would  fall  in  anticipation  of  a  diminished  supply 
of  currency,  and,  with  such  a  decline,  the  purchasing  power  of  money 
would  so  increase  as  to  keep  the  volume  of  circulating  medium  suf¬ 
ficiently  ample  to  facilitate  all  needful  and  legitimate  exchanges,  and 
at  the  same  time  diminish  the  field  of  speculation. 

The  experience  of  all  civilized  nations  shows  that  the  amount  of  cir¬ 
culating  medium  required  by  any  country  bears  a  very  small  ratio  to 
the  volume  of  its  business.  What  that  ratio  is,  must  be  determined 
by  the  practice  of  each  nation  under  a  system  which  puts  no  unnatural 
restraint  on  the  issue  of  currency.  Such  a  country  was  the  United 
States  before  the  war.  In  a  few  only  of  the  states,  and  those  the  new¬ 
est  and  most  backward,  was  there  any  serious  restraint  put  upon  the 
creation  of  banks  and  the  issue  of  bank-notes.  In  most  of  them,  and 
especially  in  the  commercial  states,  both  the  trade  of  banking,  and  the 
issuing  of  paper  money,  were  freely  exercised,  subject  to  certain  condi¬ 
tions  looking  to  the  public  safety.  New  England  and  New  York  not 
only  provided  a  circulation  for  their  own  citizens,  but  they  flooded  the 
agricultural  West  also  with  their  bills.  Speaking  generally,  therefore, 
the  people  of  the  United  States  had  all  the  circulating  medium  which 
they  required,  or  would  receive.  And  how  much  was  it  ?  Under  this 
free  system,  the  utmost  ever  called  for  (and  that  in  the  fevered  summer 
solstice  of  1857)  was  less  than  two  hundred  and  fifteen  millions.  Now 
the  existing  circulation  exceeds  seven  hundred  millions.  What  circum¬ 
stances  in  the  condition  of  the  country,  of  its  population  or  business, 
can  be  adduced  to  justify  this  enormous  increase  ?  It  is  not  necessary 
to  go  into  nice  comparisons  to  show  that  there  are  no  such  justifying 
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circumstances,  and  it  is  very  probable  that  the  peculiar  condition  of  tbe 
country  since  tbe  war,  demands  a  permanent  addition  to  the  circulating 
medium.  Shortened  credits,  the  increase  of  sales  for  cash,  the  opening 
up  of  new  territories  in  the  West,  and  the  introduction  of  paid  labor 
at  the  South,  are  all  new  influences  added  to  the  general  effect  of 
national  growth.  But  Congress  has  provided  for  these  influences  by 
authorizing  an  issue  of  national  bank-notes  to  the  extent  of  three  hun¬ 
dred  millions  of  dollars,  an  advance  of  fifty  per  cent,  beyond  the  highest 
circulation  which  the  country  ever  sustained  on  a  specie  basis.  This 
provision  would  seem  to  be  ample  for  all  present  wants,  and  for  the 
future  also,  so  far  as  it  is  now  necessary  to  legislate  for  it.  The  ten¬ 
dency  of  all  commercial  peoples  is  toward  economy  in  the  use  of  cur- 
rencv.  The  circulating  medium  does  not  advance  in  the  same  ratio  with 
the  exchanges  which  it  serves  to  carry  on.  In  the  State  of  New  York,  in 
the  ten  years  from  1850  to  1860,  the  capital  of  banks  increased  one 
hundred  and  one  per  cent.;  loans  and  discounts  seventy-five  per  cent.; 
deposits  one  hundred  and  thirteen  per  cent.,  and  specie  one  hundred 
and  forty-one  per  cent.  ;  while  the  circulation  increased  only  fifteen  per 
cent.  The  explanation  is,  that  bank  deposits  and  other  economical 
expedients  had  largely  taken  the  place  of  bank  notes  in  domestic 
exchanges. 

It  has  been  urged,  that  by  allowing  the  present  volume  of  currency 
to  remain  unaltered,  the  increase  in  business  and  in  the  development  of 
the  country,  would  gradually  diminish  and  finally  remove  all  difficul¬ 
ties  growing  out  of  the  acknowledged  present  redundancy.  To  this, 
however,  it  may  be  replied,  that  the  retaining  of  the  present  amount  of 
currency  in  circulation  tends  to  increase  no  business  except  what  is 
speculative,  and  to  check  the  very  development  which  is  expected  to 
prove  remedial.  There  is  much  that  is  peculiar  and  seemingly  abnormal 
in  the  economic  history  of  the  United  States,  and  it  is  fashionable  and 
comfortable  to  believe  that  the  experience  of  older  countries  is  no 
criterion  for  our  own  ;  but  this  is  a  grave  error.  The  difference  in  our 
favor  is  one  merely  of  prod uc rive  and  recuperative  power  ;  we  cannot 
set  scientific  principles  at  defiance  ;  and  the  laws  of  trade  and  of 
national  development  are  as  truly  laws  as  those  which  regulate  the 
course  of  the  planets  or  the  alternation  of  the  seasons. 

Specie  payments,  in  short,  can  be  resumed  in  only  one  way,  viz.,  by 
lifting  the  paper  money  of  the  Government  to  an  equality  with  gold  ; 
and  as  no  one  doubts,  at  the  present,  that  behind  ev^ry  national 
promise  to  pay,  there  is  both  the  national  will  and  ability  so  to  do, 
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the  enhancement  of  the  credit  of  the  Government,  therefore,  can  but 
be  regarded  as  an  adjunct  to  this  end,  and  as  entirely  subordinate  to 
the  more  important  work  of  bringing  the  existing  relations  of  gold  and 
currency  into  more  harmonious  proportions.  Reduce  the  quantity  of 
any  article  in  demand,  and  an  increase  of  value  follows  ;  reduce  the 
quantity  of  piaper  money  to  be  redeemed,  and  the  value  of  the  remain¬ 
der  and  the  ability  to  redeem  it  will  be  increased  in  a  geometrical  pro¬ 
portion.  In  view,  moreover,  of  the  fact  that  no  nation ,  issuing  paper 
money  has  ever  succeeded  in  maintaining  its  circulation  at  par,  or  has 
redeemed  it  dollar  for  dollar,  in  gold  ;  and  also  that  the  permanent  use 
of  paper  money  by  the  Government  cannot  be  contemplated,  whatever 
measures  are  now  taken  looking  to  the  resumption  of  specie  payments, 
should  also  look  to  the  complete  withdrawal  of  every  form  of  national 
paper  currency. 

If  it  be  objected  that  the  conversion  of  the  existing  amount  of  non- 
interest-bearing  notes  into  interest-bearing  securities  would  largely 
increase  the  annual  burden  of  national  interest,  we  reply  that  the  gain  in 
the  diminution  of  interest  would  poorly  compensate  for  the  evils  of  fluctu¬ 
ations  and  depreciations  which  our  own  experience,  and  the  experience 
of  all  other  nations,  have  shown  to  be  the  invariable  accompaniments 
of  the  adoption,  on  the  part  of  a  state,  of  any  other  than  a  metallic 
currency. 

Third  Remedy. 

The  remedy  for  the  third  cause  to  which  we  have  attributed  the 
present  inflation  of  prices,  viz.  :  the  extent  of  the  national  taxation  lies 
wholly  within  the  control  of  the  legislative  department  of  the  Govern¬ 
ment,  and  as  regards  application,  admits  of  but  little  theoretical  differ¬ 
ence  of  opinion.  The  only  question  to  be  considered  is,  in  what  manner 
and  to  what  extent  can  a  reduction  of  existing  taxes  be  now  made 
compatible  with  the  requirements  of  the  Treasury  for  administrative 
expenditures,  interest,  and  a  desirable  and  certain  reduction  in  the 
principal  of  the  public  debt. 

National  Receipts  and  Expenditures  for  1867-8. 

To  aid  in  the  formation  of  an  opinion  on  this  subject,  the  Commis¬ 
sioner  presents  the  following  estimates  of  the  Revenue  likely  to  accrue 
for  the  fiscal  year  1867-8  under  the^ operation  of  the  existing  laws  ; 
which  estimates,  it  will  be  observed,  differ  somewhat  from  those 
presented  by  the  Secretary  of  the  Treasury. 
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From  Internal  Revenue . $2  <  5,000,000 

From  Customs .  150,000,000 


Miscellaneous — From  Public  Lands,  premium  on  gold,  &c.  30,000,000 

$455,000,000* 

The  above  estimates  are  believed  to  be  as  large  as  the  present  condi¬ 
tion  and  prospects  of  the  industry  of  the  country  will  warrant. 
According  to  the  estimates  of  the  Secretary  of  the  Treasury,  there  will 
be  required  for  the  year  ending  June  30,  1868,  to  meet  the  expendi¬ 
tures  of  the  Government,  and  to  provide  for  the  interest  on  the  public 
debt,  a  revenue  of  two  hundred  and  eighty-six  millions  of  dollars, 
and  for  the  payment  of  bounties  sixty-four  millions  of  dollars,  leaving 
a  probable  available  surplus  of  one  hundred  and  five  millions  of  dollars. 
From  this  surplus  we  assume  fifty  millions  of  dollars  as  the  amount  to 
be  appropriated  for  the  reduction  of  the  principal  of  the  public  debt — a 
sum  which  we  believe  shou.d  constitute  the  maximum  to  be  set  aside 
for  this  purpose  at  the  present  time  ;  leaving  fifty-five  millions  of 
dollars  as  the  amoupt  applicable  for  the  reduction  of  taxation. 

In  the  Report  of  the  Revenue  Commission,  presented  February, 
1866,  the  opinion  was  expressed,  that  at  that  time  not  one  half  of  the 
legitimate  internal  revenue  was  collected  under  existing  laws.  The 
experience  of  another  year  has  afforded  no  evidence  which  tends  to  induce 
the  Commissioner  to  believe  that  the  above  statement  was  exaggerated. 
If,  therefore,  more  efficient  measures  for  the  prevention  of  such  losses 
could  be  provided  for,  and  if  the  appropriation  of  money  for  the  pay¬ 
ment  of  bounties  could  be  deferred,  a  much  larger  amount  of  surplus 
revenue,  and  a  much  larger  reduction  of  taxation  for  the  next  fiscal  year 
could  be  anticipated. 

Reduction  of  the  Public  Debt. 

\ 

A  careful  study  of  the  whole  subject  of  the  national  revenues,  and 
an  extended  inquiry  into  the  industrial  condition  of  the  country,  has, 
however,  led  the  Commissioner  unhesitatingly  to  the  conclusion,  that  a 
rapid  reduction  of  taxation  rather  than  a  rapid  reduction  of  the  prin¬ 
cipal  of  the  public  debt,  is  at  present  the  true  policy  of  the  Govern¬ 
ment  ;  and  that  the  adoption  of  this  course,  so  far  from  protracting 

*  The  receipts  of  the  Treasury,  from  all  sources,  of  the  first  five  months  of  the  present 
fiscal  year  July  1st  to  December  1st,  1866,  were  as  follows:  Internal  Revenue,  $116,355,- 
715  73,  currency  ;  customs  (actual  and  estimated)  878,843,774  26,  gold  ;  making  a  total 
(reducing  gold  at  forty  per  cent,  premium  to  currency)  of  $256,736,999,  currency. 
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the  time  at  which  the  national  debt  can  he  discharged,  will,  on  the 
contrary  greatly  accelerate  it. 

The  experience  of  another  year  has  but  strengthened  the  convictions 
which  in  the  report  of  the  Revenue  Commission  were  expressed  in  the 
following  language  : 

“  Looking  to  the  past,  we  find  that,  while  our  population  has 
duplicated  itself  in  every  twenty-four  years,  our  production  has  been 
supposed  to  increase  twice  as  rapidly,  or  to  quadruple  itself  in  the 
time  required  for  the  duplication  of  the  other.  While  looking  to 
the  future,  in  view  of  this  fact,  we  have  reason  to  believe  that  the 
power  of  national  production  ten  years  hence  will  be  more  than  twice 
as  great  as  it  is  at  present.  That  it  will  be  so,  provided  that  we 
remove  all  those  taxes  that  now  tend  to  impede  national  development, 
cannot  be  doubted  ;  and  if  so,  the  revenue  system  which  may  now  be 
framed  to  yield  three  hundred  millions  of  dollars  per  annum,  cannot 
fail  to  yield  in  1875,  at  least  double  that  amount. 

u  The  more  completely,  therefore,  that  we  now  give  our  attention  to 
the  adoption  of  measures  tending  to  increase  the  productive  power  of 
the  country,  and  to  reduce  the  rate  of  interest  payable  on  public  and 
private  liabilities,  the  more  rapid  will  be  the  increase  in  the  money- 
value  of  the  landed  property  of  the  Union,  the  more  readily  will  all 
the  local  taxes  be  paid,  and  the  sooner  shall  we  arrive  at  that  condition 
of  affairs  in  which  it  will  be  possible  to  boast  that  the  war  debt,  local 
and  general,  whether  held  at  home  or  abroad,  has  been  once  again 
extinguished/' 

Prospective  Increase  of  Revenue  from  an  Increase 

of  National  Wealth.  \ 

In  discussing  the  question  of  the  reduction  of  taxation  some  allow¬ 
ance  should  be  made  for  a  continued  and  certain  gain  which  will 
undoubtedly  accrue  to  the  national  revenue  under  any  circumstances, 
from  the  continued  increase  of  the  wealth  and  population  of  the  countrv. 

The  amount  of  this  increase  in  Great  Britain  is  estimated  bv  the  Chan- 

«/ 

cellor  of  the  Exchequer  to  have  averaged,  for  the  six  years  prior  to  the 
years  1865-6,  £1,780,000  ($8,900,000). 

The  increase  in  the  value  of  the  real  and  personal  property  of  the 
United  States,  in  the  decade  between  1850  and  1860,  was  129.7  per 
cent.,  and  from  1840  to  1850,  64  per  cent. 

The  average  annual  increase  in  the  value  of  the  real  and  personal 
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property  of  Great  Britain,  from  1841  to  1863,  is  estimated  at  three 
and  a  half  per  cent.  Estimating  the  average  in  the  United  States 
as  seven  per  cent,  per  annum,  we  are  warranted  in  assuming  the  amount 
of  increase  of  revenue  due  to  the  increased  wealth  of  the  country  as 
not  less  than  fifteen  millions  of  dollars  per  annum. 

Recommendations  for  Reduction  of  Internal  Taxation. 

The  Commissioner,  therefore,  in  view  of  the  probable  surplus  of 
revenue  likely  to  accrue,  even  under  the  present  administrative  condi¬ 
tion  of  the  law  and  the  prospective  large  payments  on  account  of 
bounties,  would  recommend  the  following  specific  reductions  of  taxa¬ 
tion. 

First.  A  reduction  of  the  present  general  tax  of  five  per  cent,  on 
the  products  and  sales  of  manufacturing  industry ,  to  three  per  cent., 
and  a  corresponding  reduction  in  specific  taxes  levied  on  analogous 
branches  of  industry. 

The  amount  of  such  reduction,  as  reckoned  on  the  basis  of  receipts 
from  this  source  for  the  last  fiscal  year,  woiild  be  about  thirty-one  mill¬ 
ions  dollars.  As,  however,  a  reduction  of  at  least  fifty  millions  of 
dollars  was  made,  in  this  department  of  the  revenue,  by  the  amended 
law  of  July  13,  1866,  which  .has  already  been  allowed  for  in  the  esti¬ 
mates  presented,  and  as,  in  the  opinion  of  the  Commissioner,  a  portion 
of  this  tax  is  already  evaded  through  a  feeling,  on  the  part  of  the  man¬ 
ufacturers,  that  it  is  excessive,  unjust,  and  that  its  evasion  is  justifia¬ 
ble,  the  falling  off  from  the  reduction  in  question  will  not,  probably, 
result  in  as  large  a  diminution  of  the  receipts  as  a  superficial  examina¬ 
tion  would  appear  to  indicate  ;  more  especially  when  the  stimulus 
which  manufacturing  industry  is  likely  to  receive  from  an  abatement  of 
the  tax,  is  also  taken  into  consideration. 

Secondly. — An  entire  removal  of  all  direct  internal  taxes  note  levied 
upon  the  production  of  bar ,  plate ,  and  sheet  iron ,  and  of  such  additional 
taxes  as  are  yet  levied  upon  the  elements  of  the  manufacture  of  steel. 

The  amount  of  such  reduction,  computed  on  the  basis  of  receipts 

from  this  source  for  the  last  fiscal  vear  would  be  about  one  million 

•/ 

eight  hundred  thousand  dollars.  It  seems  almost  unnecessary  to 
assert,  so  self-evident  is  the  proposition,  that  the  interest  of  the 
country  requires,  that  all  tools, — including  in  that  word  all  machin¬ 
ery,  engines,  railroads,  and  implements  of  every  kind, — should  be 
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furnished  at  the  lowest  possible  cost,  in  order  that  the  largest  amount 
of  machinery  or  implements  be  applied  to  increase  the  value  of  our 
products,  with  the  least  outlay  of  capital  or  earnings.  As  iron  and 
steel  are,  moreover,  the  essential  components  of  nearly  every  form  of 
machinery  and  implement,  it  is  for  the  interest  of  the  whole  country 
that  this  production  should  be  as  free  Irom  the  burden  of  taxation  as 
possible.  A  certain  and  limited  amount  of  capital  or  earnings  can  be 
invested  each  year  in  factories,  railroads,  machine  shops,  or  machines 
and  implements  for  the  cultivation  of  the  soil,  and  it  is  certainly  desira¬ 
ble  that  this  limited  amount  of  capital  should  give  the  largest  result, 
either  in  miles  of  railroad,  number  of  spindles,  or  in  mowers,  reapers, 
ploughs,  or  implements  in  general.  The  entire  removal  of  the  tax,  then, 
from  these  articles,  instead  of  favoring,  as  it  may  at  first  appear,  any 
special  business  or  section  of  the  country,  is  really  legislation  in  favor 
of  every  producing  interest,  and  of  all  consumers. 

Thirdly. — A  reduction  of  the  tax  of  two  and  a  half  per  cent,  on  the 
gross  receipts  of  sugar  refiners  to  one  and  a  half  or  one  per  cent. 

Owing  more  especially  to  improvements  recently  introduced  into  the 
manufacture  of  raw  sugars,  the  present  tax  of  two  and  a  half  per  cent, 
on  the  refiners'  sales  is  equivalent  to  a  direct  protection  to  the  foreign 
producer,  and  threatens  to  seriously  impair  if  not  destroy,  the  prosperity 
of  the  great  industry  of  refining  sugar  in  the  United  States.  This 
abatement  would  amount  to  about  one  million  two  hundred,  thousand 
dollars  computed  on  the  basis  of  the  receipts  of  the  last  fiscal  year. 

Fourthly.- — An  entire  removal  of  the  internal  revenue  duty  on 
sulphuric  acid ,  and  on  the  mining  and  manufacture  of  emery. 

The  reasons  which  lead  to  the  recommendation  in  respect  to  the 
first  article,  are,  that  it  is  an  essential  element  in  the  manufacturing  of 
many  other  articles  which  are  subjected  to  taxation  in  their  finished 
condition  ;  and  in  respect  to  emery,  for  the  reason  that  it  is  now  an 
exception  to  the  legislation  adopted  in  regard  to  all  other  crude  ores, 
as  well  as  to  encourage  the  development  of  an  entirely  new  branch  of 
industry  in  the  country. 

Fifthly. — The  entire  removal  of  the  internal  revenue  tax  upon  the 
manufacture  of  salt . 

The  amount  of  revenue  obtained  from  this  source  for  the  last  fiscal 
years  (1865-66)  was  four  hundred  and  fifty-six  thousand  one  hundred 
dollars. 
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The  total  amount  of  reduction  of  the  revenue  consequent  upon  the 
adoption  of  the  above  recommendations,  taking  the  receipts  of  the  last 
fiscal  year  as  the  basis  of  calculation,  may  be  estimated  at  about  thirty- 
five  millions  of  dollars,  leaving  a  surplus  available  for  other  purposes 
of  about,  twenty  millions  of  dollars. 

Duties  on  Eaw  Materials. 

In  the  department  of  the  Tariff,  the  Commissioner  further  recom¬ 
mends  the  distinct  recognition  and  adoption,  as  the  basis  of  present  and 
future  legislation,  of  the  principle  of  abating  the  duty  on  raw  materials 
to  the  lowest  point  consistent  ivith  the  requirements  of  revenue;  and  of 
placing  upon  the  free  list  such  raw  materials ,  the  product  mainly  of 
tropical  countries ,  as  are  essential  elements  in  great  leading  branches 
of  manufacturing  industry ,  and  do  not  come  in  competition  with  any 
domestic  products .  Of  these  latter,  dye  woods,  crude  dye  stuffs,  India- 
rubber,  gutta-percha,  bamboos  and  ratans,  sulphur,  sumac,  raw  silk, 
and  ivory,  may  be  cited  as  illustrations. 

Tins  principle,  as  thus  annunciated,  and  which  is  almost  entirely  dis¬ 
regarded  under  the  existing  tariff,  although  of  late  years  engrafted  on 
the  commercial  policy  of  almost  every  other  civilized  state,  has  been 
truly  defined  as  the  very  u  essence  of  protection/'  and  its  adoption  is 
believed  to  be  essential  to  the  prosperity  of  the  manufacturing  industry 
of  the  United  States  :  Give  to  the  manufacturer  his  raw  materials  cheap, 
and  you  enable  him  to  manufacture  cheap  and  sell  cheap  ;  and  all 
experience,  and  all  the  laws  of  political  economy,  teach  that  with  every 
reduction  in  the  price  of  manufactured  commodities  in  ordinary  use, 
consumption  and  production  increase  in  a  far  greater  ratio. 

The  True  Protection  of  the  American  Agriculturist. 

If  this  principle  should  seem  to  militate  against  the  agricultural 
interest,  which  in  point  of  numbers  engaged  and  capital  invested  is  the 
great  interest  of  the  country,  and  as  such  has  a  right  to  demand  prece¬ 
dence  in  protective  legislation,  we  reply,  that  our  whole  national  expe¬ 
rience  proves  that  there  can  be  no  practical  protection  to  the  American 
agriculturist,  except  what  he  receives  from  the  existence  and  extension 
of  American  manufactures.  Out  of  the  one  hundred  million  pounds  of 
wool  now  grown  annually  in  the  United  States,  not  one  single  pound, 
under  ordinary  circumstances,  can  be  sold  at  a  profit  in  any  foreign 
market,  while  the  statistics  of  prices,  for  the  thirty  years  prior  to 
1862,  show,  beyond  a  question,  that  the  periods  when  the  wool-growers 
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of  the  United  States  and  of  France  alike  received  the  maximum  price 
for  their  products,  have  been  coincident  with  those  in  which  the  manu¬ 
facturers  of  both  countries  have  been  least  interfered  with  in  the  selec¬ 
tion  of  their  raw  materials.  Flax,  in  the  flax-growing  districts  of  New 
York,  was  formerly  of  slow  sale  at  a  low  price  ;  when  flax  manufac¬ 
tories  came  to  be  established  in  these  same  districts,  the  price,  with 
quick  demand,  rose  nearly  one  hundred  per  cent.,  although  the  tariff 
during  the  same  period  on  imported  flax  was  not  materially  altered. 
Again,  the  grower  and  crasher  of  linseed,  grow  and  crush  their  products 
solely  to  supply  the  demands  of  the  American  painter,  and  the  manufac¬ 
turers  of  oil  and  enamelled  cloths,  of  enamelled  leather,  oil  silk, 
printers’  ink,  and  varnish  ;  and  if,  by  the  increase  in  the  prices  of  these 
commodities,  their  consumption  is  restricted  or  annihilated,  the  restric¬ 
tion  or  annihilation  comes  home  as  surely  to  the  grower  and  crusher  as 
to  the  manufacturer. 

Furthermore,  the  renewing  of  high  or  prohibitory  rates  of  duty  on 
the  pork,  beef,  lumber,  wool,  and  vegetables  of  the  British  provinces, 
consequent  upon  the  termination  of  the  reciprocity  treaty,  have  injured 
and  not  benefited  the  American  agriculturist.  Canadian  lumber  we 
must  Jrave,  and  have  taken  it  as  before,  paying  ourselves  the  duty  of 
twenty  per  cent.,  and  some  percentage  additional.  The  exclusion  of 
Canadian  a  combing  wools”  has  rendered  unproductive,  capital  and 
machinery  invested  in  the  worsted  manufacture  to  the  extent  of  some 
eight  ?uillions  of  dollars,  depriving  the  American  wool-grower  on  the 
one  hand  of  a  market  for  a  certain  proportion  of  his  product  of  cc  cloth¬ 
ing  wool”  to  be  mixed  with  the  Canada  worsted  wools,  and  the  Amer¬ 
ican  grain-grower  on  the  other  hand,  of  a  market  for  the  agricultural 
produce  required  to  feed  the  operatives  of  the  now  idle  and  silent 
worsted  factories.  The  oats  of  Prince  Edward’s  Island,  which  formerly 
found  a  market  in  New  England  and  New  York,  and  were  paid  for  in 
domestic  manufactures  produced  by  operatives  who  consumed  Western 
agricultural  produce,  are  now  exported  to  England,  and  are  paid 
for  in  British  manufactures,  produced  by  operatives  who  consume 
British  or  Continental  produce.  No  less  beef  and  pork  are  nqw 
produced,  or  will  be  produced,  in  the  British  provinces  by  reason 
of  their  exclusion  from  American  markets,  but  every  barrel  thus 
excluded  will  tend  to  supplant  an  equal  quantity  of  the  American 
product  in  a  foreign  market,  and  at  the  same  time,  deprive  the  Ameri¬ 
can  shipowner  of  any  profit  that  may  be  likely  to  accrue  to  him  from 
the  possession  of  the  carrying  trade.  And,  finally,  if  any  benefit  can 
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be  imparted  to  any  agricultural  interest  by  the  imposition  of  a  duty  of 
twenty  cents  per  bushel  on  Indian  corn  (as  provided  for  in  House  Bill, 
No.  718),  when  the  United  States,  in  the  year  1866,  exported  to 
Canada  a  million  and  sixty-two  thousand  bushels,  and  imported  less 
than  four  thousand  bushels — mainly  from  Western  France  and  the 
Sandwich  Islands* — the  Commissioner  is  entirely  unable  to  perceive  it. 

As  a  further  illustration  of  the  principle  which  we  have  laid  down, 
that  the  true  and  only  protection  of  the  American  agriculturist  is  to  be 
found  in  the  existence  and  extension  of  American  manufactures,  we 
present  the  following  statements  : 

The  wheat  crop  of  the  United  States  for  1865,  according  to  the 
estimates  of  the  Agricultural  Bureau  was  148,522,827  bushels,  and  the 
corn  crop  704,427,853  bushels.  Of  this  quantity  there  were  exported 
to  Great  Britain  and  entered  for  British  consumption  1,183,689  cwt. 
(2,209,552  bushels),  as  compared  with  19,905,451  cwt.  (37,156,842 
bushels)  imported  into  Great  Britain  from  all  other  countries  ;  while  of 
3,932,788  cwt.  of  wheat  flour  imported  into  Great  Britain,  only  262,876 
cwt.  were  received  from  the  United  States.  On  the  other  hand,  New 
England  and  New  York  alone,  in  1860,  required  twenty- six  millions  of 
bushels  of  wheat  in  addition  to  their  own  production,  to  make  up-their 
consumption  ;  while  of  the  value  of  the  whole  agricultural  products  of 
the  country,  for  the  same  year,  including  hay,  butter,  wine,  potatoes, 
tobacco,  hemp  and  wool,  as  well  as  grain,  but  excluding  cotton,  rice,  and 
sugar,  only  two  and  three  fourths  per  cent,  was  estimated  to  have  been 
exported ,  leaving  ninety -seven  and  one  fourth  per  cent,  for  the  home 
market  and  consumption. 

The  great  want  of  the  western  agriculturist  is  a  remunerative  and 
certain  market  for  his  surplus  products  ;  and  this  want  is  likely  to 
increase  rather  than  diminish.  Experience  has  shown  that  this  surplus 
cannot,  in  its  crude  condition,  find  any  sufficient  outlet  in  foreign 
markets.  With  the  exception  of  Great  Britain,  nearly  all  of  the 

*  Statement  showing  the  quantity  and  value  of  Indian  com  imported  into  the  United 
States  during  the  fiscal  year  ending  fJune  30,  1866,  and  the  countries  from  which 


imported  : 

France,  on  the  Atlantic . 

Value  in  gold, 

$2,559 

Sandwich  Islands . 

.  “  573 

i  i 

562 

Canada . . . 

.  “  111 

(  fc 

91 

Holland . 

.  “  107 

<  < 

30 

Belgium . 

.  “  57 

c  < 

165 

British  West  Indies . 

.  “  4 

i  i 

4 

Bushels,  3,660 


Value,  £3,411 
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states  of  Europe  are  now  food  exporters  rather  than  food  importers  ; 
and  were  Great  Britain  to  draw  the  entire  amount  necessary  to  make  up 
her  annual  food  deficit  from  the  United  States,  the  American  surplus 
would  in  a  few  years  be  as  large  as  ever.  Were,  however,  the  American 
manufacturer  placed  in  a  condition  in  which  he  could  compete  in 
foreign  markets  for  the  sale  of  even  a  moderate  percentage  of  his  prod¬ 
ucts,  the  exportation  of  agricultural  produce  transmuted  from  its  crude 
condition  by  the  labor  of  American  operatives  would  be  practicallygun- 
limited.  The  securing  of  similar  results  constitutes  a  leading  feature  in 
the  commercial  policy  of  most  of  the  European  states,  and  in  their  annual 
financial  exhibits  the  extent  of  exports  of  manufactured  articles  is 
regarded  as  one  of  the  most  unerring  indications  of  current  financial 
prosperity.  In  the  United  States,  on  the  contrary,  the  public  in  general 
regard  this  matter  with  feelings  akin  to  indifference,  while  legislation, 
made  most  frequently  in  accordance  with  the  persistent  demands 
of  special  interests,  tends  not  only  to  the  destruction  of  the  foreign  but 
also  of  the  home  market.  Two  illustrations  on  this  point  are  most  sig¬ 
nificant.  Ten  years  ago  the  American  manufacturer  supplied,  to  a 
considerable  extent,  fur  hats  to  the  Mexican,  Cuban,  and  South  Amer¬ 
ican  markets  ;  to-day  he  supplies  comparatively  none.  Why  ?  Because 
the  duty  on  foreign  fur,  the  raw  material  of  his  manufacture,  has 
prevented  the  American  from  competing  with  the  foreign  producer. 
Thirty  years  ago  the  manufacture  of  broadcloth  constituted  from  fifty 
to  sixty  per  cent,  of  the  whole  woollen  business  of  the  United  States  ; 
now,  it  is  not  probably  in  excess  of  five  per  cent.  Why  ?  Because 
American  legislation  has  not  permitted  the  importation  of  broadcloth 
wools,  and  the  American  agriculturists  have  produced  nothing  to  take 
their  place,  and  never  will  until  the  successful  establishment  of  the 
broadcloth  industry  in  the  United  States  has  created  a  constant  home 
demand  for  u  broadcloth"  wools. 

The  enforcement  of  the  so-called  Monroe  doctrine  is  regarded  as  a 
cardinal  feature  of  American  policy.  Is  it  not  time  to  inquire  whether 
this  policy  cannot  be  effectively  strengthened  by  legislation  looking  to 
the  extension  of  American  trade,  as  well  as  by  diplomatic  negotiation 
or  a  menace  of  force  P 

Increase  of  the  Tariff  considered  as  a  Kemedial  Measure. 

Let  us  now  consider  how  far  the  proposed  increase  of  the  tariff,  so 
very  generally  demanded  and  given  by  the  House  Bill  No.  718,  will 


57 


prove  effective  in  relieving  the  industry  and  stimulating  the  develop¬ 
ment  of  the  country. 

The  evils  which  now  affect  the  trade,  industry,  and  commerce  of  the 
country,  are  mainly  due,  as  has  already  been  demonstrated,  to  an 
extraordinary  and  abnormal  advance  in  the  price  of  all  labor  and  com¬ 
modities  as  compared  with  the  prices  which  prevailed  in  the  United 
States  prior  to  the  war,  or  which  now  prevail  in  foreign  countries  with 
which  the  United  States  maintains  commercial  intercourse.  The  evil 
is  a  radical  one — confined  to  no  one  section  and  to  no  one  interest — the 
remedy  must,  therefore,  he  also  radical. 

In  considering  the  question  of  the  extent  to  which  an  increase  of  the 
tariff  is  likely  to  prove  remedial,  this  fact  in  the  outset  should  be  clearly 
borne  in  mind,  viz.,  that  all  taxes  are  in  the  nature  of  an  assessment 
upon  the  annual  production  of  the  nation,  whether  such  taxes  are  levied 
in  the  form  of  a  duty  upon  foreign  imports  for  which  domestic  products 
have  been  exchanged,  or  in  the  form  of  an  internal  tax  upon  domestic 
products  in  their  crude  or  manufactured  forms,  Now  an  increase  of 
the  tariff,  or,  to  express  the  same  thing  in  more  exact  language,  an 
increase  of  taxation  on  imports,  especially  an  increase  as  extensive  as 
that  given  in  the  House  Bill  No.  718,  is  clearly  legislation  in  the  direc¬ 
tion  of  higher  prices.  If  this  result  does  not  in  general  follow,  then  the 
end  sought  for  by  those  who  ask  for  the  increase  in  question  will  not  be 
attained. 

Let  us,  however,  consider  the  immediate  and  ultimate  effect  upon  the 
producer  and  consumer  of  such  an  increase  in  the  case  of  a  leading 
article  especially  affected  by  the  tariff. 

The  agriculturists  of  certain  sections  of  the  country  complain  that, 
owing  to  the  high  cost  of  labor  and  commodities,  they  are  unable,  as 
heretofore,  to  raise  wool  at  remunerative  prices.  They  accordingly  ask 
for  an  additional  duty  of  four  cents  per  pound  specific,  and  ten  per 
cent,  ad  valorem  on  all  importations  of  unwashed  wool  ;  while  the 
manufacturer  necessarily  follows  with  a  demand  for  a  corresponding 
increase  in  the  rates  of  duty  upon  the  importations  of  all  manufactures 
of  wool.  Both  parties  expect  to  obtain,  and  doubtless  will  obtain,  an 
immediate  increase  of  price  for  their  respective  commodities,  correspond¬ 
ing  to  the  increase  of  duties  imposed  ;  which  increase  of  prices,  as  will 
be  shown  hereafter,  will  tax  the  domestic  consumer,  supposing  the  con¬ 
sumption  of  wool  and  woollens  in  the  future  to  be  equivalent  to  that  of 
the  last  fiscal  year,  to  the  extent  of  tliirty-five  millions  per  annum  over 
and  above  what  he  now  pays — a  sum  equal  to  more  than  one  fourth  of 
the  present  annual  interest  on  the  National  debt. 
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No  principle  in  the  economy  of  taxation  is,  however,  better  recognized 
at  the  present  day,  than  that  a  tax,  in  an  essentially  free  community, 
upon  one  of  the  necessaries  of  life,  is  in  fact  a  tax  upon  all,  and  like  the 
pressure  applied  to  the  surface  of  water,  distributes  itself  rapidly  and 
with  great  uniformity.'*  It  therefore  follows,  that  a  tax  on  the  con¬ 
sumer,  like  that  resulting  from  the  increased  cost  of  wool  and  woollens 
under  consideration,  both  absolute  necessaries,  will  soon  distribute  itself 
throughout  the  whole  community,  and  will  eventually  manifest  itself 
and  reappear  in  the  shape  of  an  increased  price  for  all  other  forms  of 
labor  and  commodities  ;  thus  aggravating  the  very  evil  which  in  the 
outset  if  was  intended  to  remedy,  and  necessitating  a  further  increase 
in  the  volume  of  currency  in  order  to  facilitate  exchanges  at  a  higher 
level  of  prices.  If  now  the  representatives  of  the  other  producing 
interests  come  forward  and  demand,  as  in  equity  they  certainly  have  a 
right  to  do,  that  in  consideration  of  the  increased  cost  of  their  products 
— arising  from  the  additional  taxation  of  thirty-five  millions  levied  for 
the  benefit  of  the  wool-growers  and  wool  manufacturers — increased  duties 
be  also  levied  for  their  benefit,  it  is  evident  that  a  compliance  with  this 
demand  would  leave  prices  relatively  as  before,  with  the  exception  that 
they  would  be  brought  to  a  still  higher  level  and  be  rendered  even  more 
unstable  and  abnormal. 

Again,  let  us,  apart  from  all  other  considerations,  next  inquire,  whether 
an  increase  of  prices,  or,  to  state  the  question  more  fairly,  whether 
u  an  opportunity,  artificially  created,  to  immediately  increase  produc¬ 
tion/7  will  give  to  the  manufacturer  the  advantage  he  expects  to  obtain 
through  an  increase  of  the  tariff?  We  think  not,  and  for  the  follow¬ 
ing  reasons  : 

As  already  shown,  there  is  an  acknowledged  scarcity  of  “  skilled/7 
and,  to  a  certain  extent,  of  unskilled  labor  in  the  country.  An 


*  “  The  maimer  in  which  a  tax  diffuses  itself  is  thus  :  to  the  extent  that  any  individual  or 
class  can  transfer  the  onus  of  a  tax  to  others  by  including  it  in  the  price  of  his  commodi¬ 
ties  or  services,  such  individual  or  class  invariably  does  so,  but  nevertheless  each  individual 
or  class  does  so  in  the  face  of  a  constantly  decreasing  number  of  those  left  to  sustain  the 
tax.  This  transfer  of  liability  occurs  again  and  again,  till  having  reached  to  the  farther¬ 
most,  it  finds  its  way  back  like  the  answering  ripples  of  a  pond  or  the  responsive  echoes  of 
a  valley,  to  the  point  whence  it  starts,  but  somewhat  modified  in  its  intensity,  every 
intermediate  individual  or  class  having  had  to  suffer  in  the  increased  prices  of  the  products 
or  services  of  those  immediately  beyond  them,  a  portion  of  the  liability.  These  ripples 
and  answering  ripples  of  transferred  liability,  after  repeatedly  flowing  back  and  forth 
into  one  another,  at  length  come  to  a  comparative  state  of  rest ;  and  thus  all  members  of 
the  community  become  eventually  equally  burdened.  ” 
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increased  production,  therefore,  necessitates  an  increased  demand  for 
labor,  'which,  in  accordance  with  the  universal  law  of  supply  and 
demand,  must  he  followed  by  an  increase  of  wages,  even  if  the  advance 
of  prices  on  which  the  increased  production  is  based,  did  not  itself  com¬ 
pel  the  workmen  to  this  course.  A  general  advance  in  the  tariff  as  a 
measure  of  relief  to  the  manufacturer,  must,  from  the  very  necessity  of 
the  case,  therefore,  in  a  short  time  neutralize  itself  and  leave  the  pro¬ 
ducing  interests  in  a  condition  no  better  than  before.  That  such  was 
the  result  following  the  great  advance  of  the  tariff  of  1864,  is  almost 
the  universal  testimony  received  by  the  Commissioner  from  all  parts  of 
the  country  ;  and  is  indirectly  substantiated  by  the  fact,  that  notwith¬ 
standing  the  advance  then  given  was  regarded  as  highly  protective, 
the  representatives  of  the  producing  interests  of  the  country,  although 
the  taxes  have  since  1864,  been  to  a  considerable  extent  decreased, 
and  an  additional  supply  of  labor  through  the  disbanding  of  the 
army  been  rendered  available,  are  now  more  urgent  than  ever  before  for 
a  further  increase  in  the  rates  of  duty. 

The  following  table  illustrates  the  extent  of  the  advance  of  the 
tariffs  of  1864  and  1865,  as  compared  with  the  tariff  of  March  2,  1861, 
on  some  of  the  principal  articles  of  importation. 


AKTI CLES  . 


Tariff  of  March  2, 1S61. 


Tariffs  of 

1864  and  1865. 


Cotton,  plain — unbleached  . per  square  yard 

“  spool . . . 

Iron,  pig  . per  ton 

14  railroad .  “  “ 

“  rolled  or  hammered . . . . per  cwt. 

“  boiler  and  other  plate . . per  ton 

“  locomotive  tires,  or  tire  iron . per  lb. 

“  cables  and  chains . per  lb. 

“  anvils . per  lb. 

Linens,  brovm  and  bleached . 

Potatoes . - . per  bush. 

Rice,  cleaned . per  lb. 

Salt . per  100  lbs. 

Silk,  in  the  gum . 

“  floss . 

Silks,  not  over  $1  per  square  yard . 


Silk  ribbons,  and  various  manufactures  of  silk . 

Tapioca . 

W oollen  cloths  and  manufactures,  value  $l'and  under,  per 

square  yard . . 

Wool,  value  IS  to  24  cents  per  pound. .  . . 

Delaines,  cashmeres,  &c,  gray  or  uncolored),  exceeding 

in  value  40  cents  per  square  yard . 

Flannels,  valued  above  30  cents  per  square  yard . 

Bunting  and  manufactures  of  wool  not  specified . 

Carpets,  Wilton,  Saxony,  Axminster.  &c.,  value  $1.25  or 

under  per  square  yard . 

Carpets,  Wilton,  Saxony,  Axminster,  <fcc.,  value  over  $1.25 

per  square  yard . 

Carpets,  Brussels  and  tapestry . . 

“  treble  ingrain  and  worsted  chain . 


Specific. 

:  1  cent . 

:  30  per  cent . 

,  $6  00 . 

12  00 . 

1  00 . 

i  20  00 . 

1 cents . 

1%  cents . 

1 cents . : . 

25  per  cent . 

10  cents . 

1  cent . 

j  7 ?£  cents . 

15  per  cent . 

i  20  per  cent . 

!  20  per  cent . 

30  per  cent . 

;  10  per  cent . 

12  cents  per  lb.  and  25 

per  cent . 

I  3  cents  per  lb . . 

1  25  per  cent . 

30  per  cent . 

30  per  cent . 

40  cents  per  square  yard 

50  cents  per  square  yard 
30  cents  per  square  yard 
25  cents  per  square  yard  \ 


Specific. 

5  cents. 

6  cents  per  doz.  and  30 
per  cent. 

$9. 

15  6S. 

1  40. 

33  60. 

3  cents. 

2%  cents. 

!  2yz  cents, 

I  35  per  cent, 
i  25  cents. 

2%  cents. 

IS  cents. 

35  per  cent. 

;  35  per  cent. 

60  per  cent. 

CO  per  cent. 

;  20  per  cent. 

I  24  ceuts  per  lb.  and  40 
per  cent. 

6  cents  per  lb. 

1  45  per  cent. 

24  cents  per  lb.  and  35 
per  cent. 

50  per  cent. 

70  cents  per  square  yard. 

80  cents  per  square  yard. 
50  cents  per  square  yard. 
40  cents  per  square  yard. 
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Average  Kates  of  Duty  under  existing  Tariff. 

The  Commissioner  would  next  ask  attention  to  the  average  rate  of 
duty  imposed  by  the  present  tariff  (in  gold)  on  the  invoiced  value  in 
gold,  of  the  dutiable  goods  imported  into  the  United  States  during 
the  fiscal  year  ending  J une  30,  1866.  This  will  appear  from  an  exami¬ 
nation  of  the  following  table  to  have  been  48.58  per  cent.  : 

The  total  importations  were  . $437,638,966 

Specie. . . . $10,329,156 

Free  goods, . .  58,801,579 

Total  free  imports . .  69,130,735 


Total  dutiable  goods . $368,508,051 

Amount  of  duties  received . $179,046,630 


Percentage  of  duties  to  dutiable  imports  48.58*  per  cent. 

Percentage  of  duties  to  total  imports  43.19*  u  u 

On  many  of  the  articles  of  ordinary  consumption  the  rate  of  duty 
imposed  is  considerably  in  excess  of  the  general  average,  as  above 
given. 

The  following  table  shows  the  relation  of  the  rates  at  present  levied 
and  collected  on  a  variety  of  leading  importations  to  the  invoiced 


values  : 

Silks,  and  various  manufactures  of  silk .  . . 60  per  cent. 

Spool  cotton,  equivalent  to . 64  @  74 


*  As  a  matter  of  interest  in  this  connection,  the  following  table,  showing  the  average 
rates  of  duty  on  dutiable  importations  under  the  various  tariffs  from  1821  to  1861  inclusive, 
together  with  the  gross  revenue  derived  therefrom,  is  presented  : 


•Date  of  Taeiff. 

Time 

of 

Operation. 

Dutiable  Imports. 

Gross  Revenue. 

Average  Duty. 

Previous  to  1821 . 

4  years 

$264,962,457 

$90,436,612 

34i  per  cent. 

May  22,  1824 . 

4  “ 

301,538,885 

115,597,942 

38s  “ 

May  19.  1828 . 

4  “ 

297,332,015 

122,015,500 

4H 

July  14,  1832 . 

9  “ 

625,836,002 

198,263,107 

31* 

Sept.  11,  1841 ...  .  . 

1  “ 

69,534,601 

16,622,746 

231 

Aug.  30,  1842 . 

4  “ 

295,178,151 

97,109,442 

33 

1846 . 

10  “ 

2,173,428,818 

523,957,872 

24|  “ 

May  3,  1857  (to  1861)  . .. 

3  “ 

741,213,216 

144,542,956 

201 

Total . 

39  years 

$4,709,024,145 

$1,308,546,177 

29  per  cent. 
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Gum  copal,  equivalent  to . over  100  per  cent. 

Files,  “  “  . 52  @  58  J  “ 

*Iron,  pig,  “  £t  . 52  ££ 

“  bar  (common),  equivalent  to . 681  “ 

“  small,  round  and  square,  equivalent  to . 77  ££ 

“  hoop,  “  “  . 73  “ 

.  “  band,  £'  “  . 64  “ 

61  refined,  ££  ££  . 58  to  86|  “ 

u  best  Yorkshire,  “  “  . . 36^  to  40-§  ££ 

££  best  English  boilerplates,  ££  ££  . . 33  “ 

“  sheet,  No.  11  to  20  wire  gauge,  equivalent  to . .  .55  ££ 

Steel,  extra  cast,  equivalent  to . 4L|  ££ 

“  blister  ££  u  . 32  to  44^  <£ 

££  third  quality  spring,  equivalent  to . 69|  £t 

££  tyres  for  locomotives,  ££  ‘e  . 45|  ££ 


To  these  rates,  freight,  insurance,  commission,  &c.,  must  he  added, 
thus  to  some  extent  increasing  the  duties  above  the  rates  here  given. 

In  view  of  this  statement,  it  would  seem  obvious  that  an  increase  of 
duties,  carrying  up  the  rates,  average  and  special,  to  a  greater  degree 
than  those  now  existing,  and  contributing  therebv  to  an  increase  of 
prices,  must  give  to  any  tariff  such  elements  of  weakness  as  to  render 
it  unstable,  thus  exposing  the  manufacturing  and  producing  industry 
of  the  country  to  an  evil  which  past  experience  has  taught  it 
specially  to  dread  ;  for  certainly,  next  to  positive  hostile  legislation, 
nothing  is  more  damaging  to  the  manufacturing  interests  of  the  country 
than  instability  in  tariff  legislation. 

Finally.  The  investigations  of  the  Commissioner  tend  to  the  conclu¬ 
sion  that  an  increase  of  the  rates  of  duty  on  importations,  equivalent  to 
those  given  in  the  House  Bill  No.  718,  would  reduce,  through  a  prohi¬ 
bition  or  reduction  of  importations,  the  gold  resources  of  the  national 
treasury  ‘to  a  point  beyond  what  it  would  be  either  safe  or  expedient, 
and  militate  against  the  practicability  of  a  continued  reduction  of  inter¬ 
nal  taxation. 

It  may,  however,  be  urged  that  an  increase  of  the  tariff  at  the  present 
time,  even  if  it  should  benefit  the  manufacturers  to  a  less  extent  than 
what  is  expected  and  desired,  would  nevertheless,  by  increasing  wages, 
increase  the  ability  of  the  laboring  classes  to  consume,  and  would  also 
stimulate  an  emigration  of  skilled  labor  from  other  countries.  To  this 


*  These  estimates  are  based  on  gold  prices  on  board  ship  at  Liverpool,  October,  1866? 
exchange  being  reckoned  at  ten  per  cent,  premium. 
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it  may  be  replied  that  the  facts  submitted  in  this  report  fully  con¬ 
firm  a  generally  acknowledged  principle  in  political  economy,  viz., 
that  an  increase  in  the  price  of  labor  follows,  and  rarely  or  never 
precedes  an  advance  in  the  price  of  commodities  ;  and  that  although 
there  has  been  a  large  absolute  advance  in  the  prices  of  labor  since 
1862,  yet  the  advance  on  the  whole  has  been  greater  during  the  same 
time  in  the  price  of  commodities ;  and  that  through  the  decrease  in  the 
purchasing  power  of  wages  thus  occasioned,  the  American  laborer  has 
not  been  relatively  benefited  by  his  increase  of  wages,  but  is  in  reality 
in  a  worse  condition  than  he  was  before  the  war/"' 

The  Commissioner  further  maintains  that  a  continuance  in  the 
present  condition  of  things,  so  far  from  holding  out  any  inducement  to 
an  emigration  of  skilled  labor  from  other  countries,  in  fact  tends  to 
repel  such  emigration.  Investigations  made  under  his  direction  indi¬ 
cate  that  skilled  labor,  taking  the  relative  prices  of  commodities  and 
of  rents  into  consideration,  is  equally  well  or  better  paid  in  many 
departments  of  industry  in  Great  Britain  at  the  present  time,  than  in 
the  United  States.  In  some  instances  the  evidence  to  this  effect  is 
conclusive. 

Farther  confirmation  of  this  point  is  also  to  be  found  in  the  fact,  that 
within  a  comparatively  recent  period,  skilled  laborers  in  the  manufac¬ 
ture  of  metals  have  visited  the  United  States  with  a  view  of  engaging 
in  their  special  industries,  but  after  investigation  have  returned,  feeling 
convinced  that  the  wages  obtainable  at  home,  though  nominally  less 
than  in  this  country,  were,  taking  all  things  into  consideration,  in 
reality  equal,  or  greater. 

The  question  at  issue,  in  the  opinion  of  the  Commissioner,  is  not  one 
legitimately  involving  any  discussion  of  the  principles  of  either  protec¬ 
tion  or  free  trade.  On  these  points  the  policy  of  the  nation  may  be 
considered,  for  the  present  at  least,  as  definitely  settled.  With  a  tariff 
averaging  nearly  fifty  per  cent,  in  its  rates,  free  trade  in  any  form  is 


*  In  confirmation  of  tills  statement,  tlie  Commissioner  would  refer  to  tire  results  of  a 
careful  examination,  made  at  his  instance,  into  the  relative  advance  in  the  price  of  com¬ 
modities  and  of  labor,  in  a  manufacturing  town  in  the  centre  of  a  large  agricultural  pro¬ 
ducing  region — the  town  of  Canton,  Stark  County,  Ohio.  This  result  showed  that  while 
the  advance  in  wages  employed  in  the  manufacture  of  agricultural  machinery  was  from 
fifty-five  to  sixty  per  cent,  in  November,  1866,  as  compared  with  the  same  month  of  I860* 
the  advance  in  the  cost  of  living,  as  deduced  from  the  prices  of  sixteen  of  the  leading 
articles  of  domestic  consumption,  viz.  :  flour,  corn-meal,  buckwheat-flour,  beef,  butter, 
eggs,  lard,  potatoes,  apples,  chickens,  dried  apples,  coffee,  sugar,  syrup,  calicoes,  and 
muslins,  showed  an  average  increase  of  about  one  hundred  and  thirty  per  cent. 
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simply  an  impossibility.  Neither  is  it  believed  that  any  considerable 
portion  of  the  people  of  the  country  are  in  favor  of  the  adoption  of 
“  free  trade/'  in  the  European  sense,  even  were  the  necessities  of  the 
Treasury  far  less  urgent  than  at  present.  But  the  simple  question 
now  at  issue  is — what  course  of  policy  can  best  be  pursued  which  will 
bring  back  most  rapidly  the  country  to  its  normal  condition  of  industiy 
and  development.  If  it  be  urged  that  an  increase  of  tariff  is  calculated 
to  effect  this  result,  it  is  replied,  first,  that  the  present  tariff  rates  are 
already  of  an  extreme  character,  and  that  any  legislation  in  the  same 
direction  must  necessarily  soon  reach  a  limit,  unless  the  country  is  pre¬ 
pared  to  adopt  the  policy  of  entire  prohibition  and  commercial  non¬ 
intercourse  ;  and  secondly,  that  if  a  tariff,  whose  average  rates  (nearly 
fifty  per  cent.)  are  higher  than  have  ever  before  been  levied  by  the 
United  States,  or  by  any  other  civilized  nation  in  modern  times,  fails 
to  be  reasonably  protective,  the  remedy  should  be  sought  in  removing 
the  causes  which  have  neutralized  its  protection,  rather  than  by  in¬ 
creasing  the  average  of  the  duties. 

Improvements  in  the  processes  of  manufacture  and  agriculture, 
ought,  and  in  a  normal  condition  of  affairs  would,  tend  to  increase  the 
comfort  and  add  to  the  prosperity  of  the  mass  of  the  people.  It  has 
been  proved  that  in  no  other  recent  period  have  there  been  so  many  of 
such  improvements.  They  should  give  to  the  country  the  power  of 
increasing  its  production  so  much  per  capita  as  to  enable  each  producer 
with  the  expenditure  of  the  same  time  and  amount  of  labor  as  in  1860, 
to  realize  for  himself  the  same  amount  of  comfort  and  prosperity,  and 
at  the  same  time  to  pay  his  proportion  of  the  taxes.  That  such  has 
not  been  the  result  can  be  attributed  only  to  the  unwise  legislation  by 
which  the  burden  of  taxation  has  been  unequally  distributed,  and  the 
problem  now  to  be  worked  out  is  so  to  distribute  the  burden  as  not  to 
impede  that  absolute  increase  in  the  production  of  the  country  which 
should  be  the  result  of  improved  tools  and  better  methods. 

The  point  cannot  be  too  strongly  insisted  upon,  that  in  order  to 
extend  our  markets  by  the  export  of  finished  products,  rather  than  of  raw 
materials,  and  thereby  to  give  employment  to  the  largest  amount  of 
labor  in  our  own  country,  the  cost  of  commodities  and  of  labor 
must  both  be  reduced,  and  such  direction  must  be  given  to  the 
legislation  of  the  country  as  to  relieve  from  the  burden  of  taxation,  as 
far  as  possible,  the  commodities  used  by  the  laborer,  either  for  his  own 
consumption  or  as  the  tools  and  implements  by  which  he  gains  his 
wages.  It  has  been  proved,  that  during  the  past  four  years  the  cost  of 
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living  has,  on  the  whole,  increased  in  a  greater  proportion  than  the 
wages  of  labor  ;  no  proposition  ought,  therefore,  to  be  made  or  enter¬ 
tained  for  a  moment  tending  to  a  reduction  in  wages,  unless  accom¬ 
panied  by  such  measures  as  shall  reduce  the  prices  of  commodities  in  a 
much  greater  ratio,  and  thus  give  to  the  laborer  the  power  to  purchase, 
with  a  less  nominal  amount  of  money,  more  of  the  necessaries  and  com¬ 
forts  of  life. 

In  view  of  these  several  conclusions,  the  Commissioner,  therefore, 
recommends,  that  the  relief,  now  unquestionably  needed  and  sought  for 
by  the  producing  interests  of  the  country,  should  be  mainly  given  by 
Congress  through  a  reduction  of  taxation  on  the  raw  materials  indi¬ 
cated ,  and  on  the  machinery  and  results  of  domestic  industry ,  rather 
than  by  an  extensive  and  large  increase  of  the  rates  of  duty  on  importa¬ 
tions.  Such  legislation,  coupled  with  an  early  adoption  and  adherence 
to  some  fixed  policy,  looking,  through  contraction,  to  the  resumption  of 
specie  payments,  would,  in  the  opinion  of  the  Commissioner,  by 
decreasing  the  cost  of  production  and  increasing  the  purchasing  power 
of  wages,  go  very  far  toward  diminishing  the  evils  which  now  tend  to 
arrest  the  development  of  the  trade,  industry,  and  commerce  of  the 
country. 

At  the  same  time,  in  view  of  the  very  decided  expression  of  opinion 
in  respect  to  the  tariff,  by  the  House  of  Representatives  at  its  last 
session,  which  the  Commissioner  feels  that  he  has  no  right  to  disregard; 
and  in  view,  further,  of  the  fact,  that  during  the  present  transition 
state  of  the  national  finances  consequent  upon  funding,  and  upon  the 
adoption  of  measures  looking  to  the  resumption  of  specie  payments, 
the  industry  of  the  country  is  threatened  with  disturbances  for  which 
the  manufacturers  and  producers  ought  not  to  be  held  responsible,  an 
increase  of  the  tariff,  on  some  articles,  as  a  measure  of  temporary 
expediency,  is  also  recommended.  Such  an  increase,  in  the  opinion  of 
the  Commissioner,  should,  however,  be  extremely  moderate,  and  should 
have  regard,  first ,  to  the  interests  of  the  revenue  ;  and,  secondly ,  to 
the  supplying  of  such  deficiencies  in  the  existing  tariff  as  are  due 
especially  to  a  want  of  proper  adjustment  between  the  rates  of  imposts 
and  those  of  the  internal  revenue  ;  or,  to  a  failure  heretofore,  to  suffi¬ 
ciently  recognise  the  relation  that  exists  between  the  market  value  of 
certain  articles  and  the  cost  of  the  labor  entering  into  their  production. 

As  respects  the  House  Bill  No.  718,  now  before  the  Senate,  the 
Commissioner  respectfully  asks  of  Congress  its  reconsideration — inas¬ 
much  as  he  believes  it  to  be  exorbitant  in  its  rates,  tending  to  further 
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inflation  of  prices,  destructive  of  revenue  and  of  wliat  little  of 
foreign  commerce  yet  remains,  and  prejudicial  to  the  general  interests  of 
the  country.  And  in  confirmation  of  these  conclusions  he  would  add, 
that  admissions  have  been  made  to  him  by  representatives  of  many  of 
the  producing  interests  of  the  country  likely  to  be  affected  by  this  bill, 
that  the  rates  of  duty  imposed  by  it  are  higher  than  are  necessary  for 
the  adequate  protection  of  their  interests. 

In  conformity  with  the  principles  adojited  in  this  report,  and  in 
accordance  with  the  instructions  of  the  Secretary  of  the  Treasury 
before  cited,  the  Commissioner  herewith  presents  the  Form  of  a  Bill, 
designed  to  be  sufficiently  comprehensive  and  complete,  to  allow,  if 
adopted  by  Congress,  of  the  repeal  of  all  the  numerous  and  compli¬ 
cated  laws  under  which  rates  of  duty  on  imports  are  now  levied  and 
collected. 

He  would  further  ask  attention  to  the  following  statement  of  reasons 
for  the  rates  recommended  in  the  Form  of  Bill  presented  ;  and  of  the 
results  of  his  investigations  touching  the  relations  of  the  existing  and 
proposed  tariffs  and  the  internal  revenue,  to  some  of  the  great  leading 
industries  of  the  country  ;  the  principal  classes  of  articles  included 
under  the  tariff  being  considered  separately.  # 


TEAS,  COFFEE,  SUGARS,  SPICES,  WINES,  LIQUORS,  CIGARS,  AND  TOBACCO. 

In  entering  upon  a  revision  of  the  tariff,  the  first  consideration  of 
importance  at  the  present  time,  is  u  to  provide  for  a  large ,  certain ,  and 
permanent  revenue/'  To  accomplish  this,  it  is  necessary  to  select  cer¬ 
tain  articles  of  extensive  and  regular  importation  and  consumption,  of 
standard  prices,  and  not  easily  smuggled,  which,  through  the  duties 
imposed  on  them,  may  be  always  relied  on  as  sources  for  a  definite 
amount  of  revenue. 

The  articles  which  our  own  experience,  and  the  experience  of  other 
countries,  have  shown  to  especially  answer  these  conditions,  are  teas, 
coffee,  sugars ,  spices ,  wines ,  and  liquors.  From  the  first  four  of  these 
classes  of  articles,  the  Commissioner  estimates  that  the  revenue  is  now 
accruing  (and  likely  to  continue  to  accrue,  provided  the  rates  of  duty 
remain  unchanged),  at  the  rate  of  from  forty- five  to  fifty  millions  of 
dollars  per  annum — the  current  importations  and  consumption  being 
in  advance  of  the  estimates  made  by  the  Revenue  Commission  in  their 
Report  of  February,  1866. 

By  the  House  Bill,  No.  718,  the  duties  on  tea  and  coffee  are 
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reduced  fifty  per  cent.,  thus  entailing  a  prospective  loss  of  from  eight 
to  ten  millions  of  dollars  per  annum  in  the  customs  receipts  from  these 
sources.  This  measure  appears  to  have  been  very  generally  received 
with  favor,  on  the  ground  that,  as  these  articles  are  of  almost  universal 
consumption,  an  abatement  of  taxation  upon  them  would  result  in 
special  and  direct  benefit  to  the  masses.  That  such  a  conclusion  is 
fallacious,  and  that  the  effect  will  he  in  fact,  the  reverse  of  what  is 
anticipated,  is,  however,  in  the  opinion  of  the  Commissioner,  evident,  for 
the  following  reasons  :  No  principle  in  the  economy  of  taxation,  as  has 
been  already  stated,  is  better  recognized  than  that  a  tax  upon  one  of 
the  necessaries  of  life,  is,  in  fact,  a  tax  upon  all  ;  and  that,  therefore, 
so  long  as  the  necessities  of  the  Government  require  that  this  class  of 
articles  should  be  taxed  at  all,  an  abatement  of  taxation  on  one  of 
them  is  simply  equivalent  to  shifting  it  upon  another.  Under  this 
condition  of  necessity,  the  main  point  of  interest  to  the  consumer  is, 
that  the  taxes  of  this  nature  should  be  raised  in  the  simplest,  cheap¬ 
est,  and  most  equable  manner,  and  afford  the  least  possible  occasion 
for  an  increase  of  the  burden  through  duplication.  In  the  case  of 
tea  and  coffee,  the  duties  are  assessed  mainly  at  the  five  or  six  principal 
ports  of  the  country,  and  being  wholly  specific,  are  collected  without 
delay  and  with  little  trouble.  It  is  not  probable,  moreover,  that  the 
revenue  on  these  articles  is  evaded  by  smuggling  to  any  great  extent, 
while  under- valuation  is  impossible.  Being,  furthermore,  of  almost 
universal  consumption,  the  duties  levied  upon  them  are  very  uniformly 
distributed,  and  fall  upon  the  consumer  in  small  amounts  at  any  one 
time  ;  while,  as  they  cannot  be  considered  necessaries  of  life  in  a  sense 
so  absolute  as  breadstuffs  and  clothing,  the  payment  of  the  tax,  through 
their  use,  is,  in  a  great  measure,  voluntary.  Through  these  circum¬ 
stances,  therefore,  the  conditions  of  effectiveness,  economy,  and  equality, 
as  regards  collection  and  distribution,  are  secured  most  perfectly.  Tea 
and  coffee,  furthermore,  being  articles  of  standard  use  and  general  sale, 
forming  directly  no  component  part  of  manufactured  products,  it  is  at 
all  times  within  the  power  of  the  consumer  to  accurately  and  easily 
determine  their  importing  price,  as  well  as  the  duties  assessed  upon 
them  ;  thus  obviating,  in  the  first  instance,  any  extensive  duplication 
of  taxation,  and  rendering  it  nearly  impossible,  in  the  second,  for  the 
unscrupulous  dealer  to  unduly  enhance  prices,  through  the  plea  of 
excessive  government  taxation. 

Let  us  next  consider  the  conditions  of  raising  an  equivalent  sum 
from  a  taxation  on  one  or  more  of  the  products  of  domestic  industry. 
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We  select  iron  and  its  manufactures  as  an  illustration,  for  the  reason 
that  these  articles  yielded  by  internal  taxation  during  the  fiscal  year 
1865,  an  amount  ($8,494,989)  very  nearly  equivalent  to  what  it  is  now 
proposed  to  relinquish  from  the  customs  revenue,  through  the  abate¬ 
ment  of  fifty  per  cent,  on  the  duties  on  tea  and  coffee.  It  must  be 
obvious  in  the  first  place,  that  the  collection  of  this  amount  of  revenue 
from  iron  and  its  manufactures  is  an  exceedingly  complicated  matter. 
In  the  place  of  five  points  of  collection,  the  collection  districts  extend 
over  every  furnace,  rolling-mill,  forge,  foundry,  machine-shop,  and  hard¬ 
ware  establishment  in  the  country  ;  entailing  an  additional  proportionate 
increase  of  expense  and  taxation.  As  comparatively  few,  moreover, 
of  the  manufactures  of  iron  come  to  the  consumer,  except  as  the  result  of 
several  processes  ;  and  as  each  process,  in  turn,  is  levied  upon  by  the 
tax  collector,  an  extensive  duplication  of  taxes,  and  a  great  enhance¬ 
ment  of  prices,  necessarily  follows  ;  and  as  the  details  of  this  duplica¬ 
tion  of  taxes  cannot,  in  a  majority  of  cases,  be  known  to  the  consumer, 
the  unscrupulous  dealer  is  freed  from  nearly  all  restraint,  in  his  efforts 
to  enhance  and  maintain  prices. 

Again  :  iron  being  an  essential  component  element  of  almost  all 
forms  of  machinery,  the  taxation  which  enhances  its  price,  necessarily 
multiplies  the  price  of  all  articles  produced  through  its  agency,  thus 
restricting  consumption  and  the  extension  of  domestic  and  foreign 
commerce,  and  unfairly  exposing  almost  every  branch  of  domestic  indus¬ 
try  to  a  competition  with  foreign  producers  who  are  free  from  similar 
disabilities.  And  what  is  thus  true  of  iron,  is  almost  equally  true  of 
almost  every  other  article  of  ordinary  domestic  production. 

In  confirmation  of  the  position  taken,  it  may  be  also  added,  that 
there  is  a  close  correspondence  between  the  duties  levied  on  tea  and 
coffee  in  the  United  States,  and  in  the  leading  states  of  Europe,  and, 
therefore,  an  equality  as  regards  this  form  of  taxation  ;  while  in  the 
latter  countries,  domestic  industry  is  almost  universally  exempt  from 
taxation. 

If,  however,  it  be  urged  that  our  argument  loses  in  weight,  through 
the  circumstance  that  the  Government  has  at  present  an  available 
surplus  revenue,  and  that,  therefore,  so  high  a  tax  on  tea  and  coffee  is  not 
necessary,  we  reply  : — that  so  long  as  the  Government  is  under  the  neces¬ 
sity  of  taxing  the  industry  of  the  country  at  all,  it  cannot  fairly  claim 
to  have  any  legitimate  surplus  revenue  ;  while,  so  far  as  the  question 
is  one  of  relief  to  the  masses,  we  maintain,  that  a  reduction  of  internal 
taxation  to  the  amount  of  ei°ht  or  ten  millions  of  dollars  will  diminish 
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the  burden  on  the  masses,  through  a  reduction  of  prices,  to  a  three  or 
four  fold  greater  extent,  than  what  would  be  experienced  through  the 
abatement  of  duties  to  a  sum  equivalent  to  that  above  named  on  the 
articles  of  tea  and  coffee. 

Finally.  That  the  present  tax  on  tea  and  coffee  is  not  regarded  by 
the  community  as  a  burden,  is,  we  believe,  clearly  proved  by  the 
circumstance,  that  the  consumption  of  these  two  articles,  and  also  of 
sugars,  has  increased  more  rapidly  since  the  present  system  of  national 
taxation  was  adopted,  than  that  of  any  other  article  on  the  whole  list 
of  assessments.  The  Commissioner,  therefore,  earnestly  recommends 
that  no  change  be  made  in  the  existing  rates  of  duty  on  tea  and 
coffee. 

For  similar  reasons  the  Commissioner  would  also  recommend  that 
no  material  change  be  made  in  the  present  rates  of  duty  on  spices. 

In  respect  to  sugars  some  slight  alteration  in  the  existing  rates  of 
duty  may  be  necessary.  During  the  last  few  years,  such  extensive 
improvements  have  been  made  in  the  machinery  and  processes  for 
the  manufacture  of  sugar  from  the  cane,  that  an  improved  article  can 
now  be  produced  at  a  much  less  cost  than  formerly. 

This  improved  product  of  foreign  sugar  can  now  be  entered  at  a 
duty  which  is  not  equivalent  to,  and  does  not  compensate  for  the 
aggregate  taxes  (tariff  and  internal  revenue)  paid  by  the  refiners  on 
a  lower  grade  of  sugars  and  on  their  products.  The  law,  as  it  stands, 
therefore,  offers,  in  fact,  a  bounty  to  the  foreign  producer  in  compe¬ 
ting  with  the  American  refiner,  and  threatens  to  destroy  the  prosperity 
of  the  great  industry  of  sugar-refining  in  the  United  States. 

The  relief,  therefore,  needed,  may  be  given  either  by  slightly  chang¬ 
ing  the  duties  on  the  various  grades  of  sugar — a  measure  asked  for  by 
the  refiners,  but  earnestly  opposed  by  the  importing  and  grocery  inter¬ 
ests-— or  by  entirely  removing  the  internal  taxes  on  the  products  of 
refining.  The  question  is  a  difficult  one  to  determine,  and  the  Commis¬ 
sioner  asks  for  it  the  careful  consideration  of  Congress. 

In  respect  to  the  tariff  on  spirituous  liquors,  the  main  question  to 
be  determined  is,  what  rates  will  prove  most  productive  of  revenue  ; — it 
being,  it  is  assumed,  a  settled  principle  of  our  revenue  system,  that  the 
taxation  on  articles  of  this  character  is  to  be  limited  only  by  the  con¬ 
sideration  above  stated. 

On  brandies  and  spirituous  liquors,  other  than  wines,  the  returns  of 
importations  for  the  year  1865,  apparently  indicated  that  the  existing 
rates  of  duties  were  all  but  prohibitory  ;  the  importations  of  brandy 
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into  the  port  of  New  York  for  the  first  ten  months  of  1865,  having 
been  only  4,376  packages  (i.  e.,  789  half-pipes,  2,313  quarter-casks  and 
barrels,  and  1,974  cases).  For  the  corresponding  period  of  1866,  how¬ 
ever,  the  importations  of  brandies  into  the  same  port  are  returned  at 
32,043  packages  (i.  e.,  752  half-pipes,  15,502  quarter-casks  and  barrels, 
and  15,789  cases),  thus  showing  a  large  increase  in  quantity  as  well  as 
in  revenue. 

The  returns  of  importations  of  spirituous  liquors,  distilled  from 
grain,  for  the  first  ten  months  of  1866,  also  show  an  increase  of  three 
hundred  per  cent,  over  those  of  the  corresponding  period  of  1865.  As 
the  present  rate  of  duty  imposed  on  “gins”  and  other  spirituous 
liquors  distilled  from  grain  is,  however,  greatly  disproportionate  to 
their  invoiced  value,  the  Commissioner  is  of  opinion  that  a  reduction 
of  the  duty  on  these  liquors  from  two  dollars  and  fifty  cents  (gold)  to 
two  dollars  per  gallon,  would  be  attended  with  an  increase  of  revenue. 

The  total  amount  of  revenue  derived  from  the  importations  of  bran¬ 
dies  and  spirituous  liquors,  other  than  wine,  during  the  fiscal  year 
1866,  according  to  the  returns  of  the  Treasury  Department,  was 
$4,164,219.  The  amount  of  revenue  derived  from  the  same  sources  in 
Great  Britain  during  the  year  1865,  with  about  the  same  rates  of  duty, 
was  returned  at  $17,336,750. 

On  wines,  the  Commissioner  recommends,  that  the  ad  valorem 
system  be  swept  away  at  once  and  for  ever ;  its  adoption  having  proved 
detrimental  to  all  legitimate  business,  destructive  of  revenue,  and  an 
endless  source  of  litigation  between  the  Government  and  the  importers. 
The  ad  valorem  principle  being  abandoned,  only  two  other  methods  of 
assessing  duties  upon  wines  are  available.  First ,  the  English  method 
of  assessing  the  duty  according  to  the  percentage  of  spirits  contained 
in  them  ;  and,  Secondly ,  the  establishment  of  one  specific  duty  per 
gallon  upon  all  wines,  irrespective  of  value.  Pending  an  opportunity 
for  a  careful  examination  into  the  merits  of  the  first  method,  the  Com¬ 
missioner  would  recommend  the  adoption  of  the  second  ;  and  that  the  rate 
be  made  specific  at  fifty  cents  per  gallon  on  all  wines  containing  less 
than  thirty  per  cent,  of  alcohol.  On  wine  in  bottles,  this  duty  by 
the  imposition  of  three  cents  additional  on  the  bottle,  would  be  increased 
to  sixty-five  cents  per  gallon. 

If  the  rate  named  may  seem  too  low  a  duty  to  be  imposed  on  an 
article  so  essentially  a  luxury  as  wine,  the  Commissioner  would  ask 
attention  to  the  following  facts.  According  to  data  derived  from  the 
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Treasury  Department  there  were  imported  for  the  fiscal  year  ending 
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Jane  30th,  1866,  9,476,814  gallons  of  wine.  Of  this  quantity, 
8,542,416  gallons  wore  returned  as  valued  at  less  than  fifty  cents  per 
gallon,  and  paying  a  duty  of  twenty  cents  per  gallon,  and  twenty-five 
per  cent,  ad  valorem  ;  686,628  gallons  valued  at  over  fifty  cents  and 
not  over  one  dollar  per  gallon,  paying  fifty  cents  per  gallon,  and 
twenty-five  per  cent,  ad  valorem  ;  and  247,770  gallons  valued  at  over 
one  dollar  per  gallon,  paying  one  dollar  per  gallon,  and  twenty-five  per 
cent  ad  valorem.  It  is  therefore  evident  that  the  rates  proposed,  while 
they  are  satisfactory  to  the  importing  interest,  are  really  a  large  average 
advance  upon  the  existing  tariff. 

The  tariff  rates  established  on  cigars  by  the  act  of  July  25,  1866,  are 
almost  prohibitory,  and  on  some  varieties  are  entirely  so,  resulting  in  a 
considerable  loss  of  customs  revenue  to  the  Government.  As  an 
illustration  the  importation  of  a  variety  of  cigars,  known  as  a  Swiss 
Cigars,”  which  are  reported  to  be  made  to  a  considerable  extent  from 
American  tobacco,  may  be  cited.  The  invoice  cost  of  these  cigars  is 
$6  50  per  thousand,  and  as  they  average  eight  pounds  in  weight, 
the  specific  duty  of  $3  per  pound  amounts,  in  the  first  instance, 


to ....  . . .  . . . .  $24  00, 

to  which  must  be  further  added  an  ad  valorem  duty  of 

fifty  per  cent.,  or .  3  25 

making  a  total  impost  per  thousand  of .  $27  25  ; 


a  sum  equivalent  to  an  ad  valorem  tax  of  419  per  cent.,  and  making 
the  total  cost  of  the  above  cigars,  when  offered  in  the  American  market, 
exclusive  of  freights,  commissions,  and  other  charges,  $33  75,  gold,  or 
(at  40  per  cent,  premium)  $47  25  currency.  As  might  be  expected  from 
this  showing,  the  importation  of  Swiss  cigars  has  entirely  ceased. 

In  view,  however,  of  the  very  full  examination  and  discussion  of  the 
tariff  on  cigars,  given  by  Congress  and  its  Committees,  at  the  last  ses¬ 
sion,  and  in  view  of  the  fact  that  the  domestic  tobacco  interest  is 
almost  unanimous  in  favor  of  the  continuance  of  the  present  rates,  the 
Commissioner  has  not  felt  warranted,  without  an  opportunity  for  fur¬ 
ther  examination,  to  recommend  any  change  in  the  existing  rates. 

MANUFACTURES  OF  COTTON. 

A  careful  examination  has  been  made  of  the  duties  upon  manufac¬ 
tures  of  cotton,  and  of  their  relative  proportion  to  the  internal  taxes, 
and  it  is  believed  that  no  material  change  should  be  made,  at  present, 
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in  the  rates  of  duty  imposed  by  the  existing  tariff.  It  has  been  proved 
to  the  satisfaction  of  the  Commissioner,  that  at  the  date  of  September, 
1866,  the  internal  taxes  upon  the  great  mass  of  plain  cotton  goods  made 
in  the  United  States,  amounted  to  between  thirteen  and  fourteen  per 
cent,  upon  the  whole  cost  of  manufacture,  without  making  any  allow¬ 
ance  for  loss  of  interest  caused  by  the  additional  cost  of  erecting  mills 
arising  from  the  imposition  of  internal  taxes  upon  the  materials  and 
machinery  required  therefor. 

Upon  fine  and  fancy  goods,  and  upon  printed  goods  especially,  the 
proportion  of  taxes  to  cost  is  greater,  and  is  estimated  at  over  fifteen 
per  cent.  In  view  of  these  facts,  after  providing  for  the  imposition  of 
specific  duties  upon  all  woven  cotton  goods,  a  clause  has  been  added 
providing  that  these  specific  duties  shall  amount  to  at  least  thirty  per 
cent,  upon  brown,  thirty-three  and  a  third  per  cent,  on  bleached,  and 
thirty-five  per  cent,  on  printed  cottons. 

A  moderate  reduction  is  recommended  in  the  rate  of  specific  duty 
imposed  upon  the  coarser  and  more  staple  goods,  being  such  as  are  used 
by  the  poorer  classes,  but  it  is  not  believed  that  any  material  increase 
to  the  revenue  can  be  expected  from  such  reduction  ;  inasmuch  as  the 
home  manufacture  of  such  goods  is  not  exposed  to  any  great  foreign  com¬ 
petition  in  the  home  market.  It  is  claimed  by  the  advocates  of  protec¬ 
tion,  that  the  adoption  of  that  policy  would  ultimately  result  in  the 
home  manufacture  of  fabrics  and  other  articles  at  a  cost  less  than 
that  at  which  they  could  be  imported  ;  and  it  must  be  admitted,  that 
either  through  protection  or  some  other  cause,  the  production  of 
heavy  cotton  goods  had  become  so  well  established  as  to  have 
supplied  not  only  the  home  market,  but  to  have  competed  in  other 
countries,  especially  China  and  India,  with  English  fabrics  to  the 
extent  of  from  eight  to  eleven  millions  per  annum  for  several  years 
before  the  late  war.  But  the  manufacture  of  these  heavy  fabrics  is 
now  seriously  burthened  by  the  pressure  of  internal  taxes,  and  the 
export  of  them  is  at  present  very  small,  although  provision  has  been 
made  in  the  internal  revenue  law  for  a  drawback  of  as  many  cents  per 
pound  on  the  pound  of  cloth  exported  as  had  been  assessed  on  the 
pound  of  cotton  used,  and  also  for  a  drawback  equal  to  the  ad  valorem 
tax  imposed  upon  the  finished  fabric.  Such,  however,  has  been  the 
enhanced  cost  of  labor  arising  from  heavy  taxation  on  commodities 
consumed  by  the  operatives,  and  the  enhanced  cost  of  manufacture 
caused  by  the  taxes  upon  coal,  oil,  leather,  transportation,  iron,  and 
steel,  and  for  which  no  drawback  is  or  can  be  allowed,  as  to  render  it 
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extremely  doubtful  whether  the  export  of  cotton  fabrics  can  be  resumed 
to  any  large  extent  until  the  internal  taxes  are  very  much  reduced.  It 
has  been  proved  to  the  satisfaction  of  the  Commissioner,  that  the 
amount  of  such  indirect  taxation  (estimated  in  gold  by  reducing 
currency  to  gold  at  the  rate  of  one  hundred  and  forty),  would  amount 
to  a  profit  of  about  nine  per  cent,  per  annum  upon  the  investment 
required  in  England  for  the  erection  of  a  mill  to  produce  these  heavy 
fabrics.  In  consequence  of  this  state  of  the  facts,  very  many  of 
the  coarser  mills  have  been  or  are  being  altered,  at  heavy  expense  and 
after  a  long  period  of  idleness,  so  as  to  adapt  them  to  the  manufacture 
of  medium  or  fine  goods  for  the  home  market. 

The  Commissioner  has  made  a  change  in  the  classification  of  cotton 
fabrics,  providing  that  all  plain  woven,  and  simple  or  uniformly  woven 
twilled  goods,  shall  be  included  in  three  classes,  between  which  the 
distinction  is  made  as  before,  by  counting  the  threads.  This  method 
is,  on  the  whole,  believed  to  be  the  most  simple  that  can  be  determined 
on,  but  as  there  has  been  some  uncertainty,  and  many  disputes,  arising 
from  the  difficulty  of  counting  threads  in  fancy  woven  goods,  a  fourth 
class  has  been  added  in  which  all  such  goods  are  comprised. 

The  duties  recommended  upon  Class  2,  in  which  class  is  comprised 
the  great  bulk  of  cotton  goods  used  in  this  country,  are  mainly  the 
same  as  those  imposed  by  the  present  tariff  upon  plain  goods  of  the 
same  clags  ;  the  only  change  from  the  present  tariff  being  from  twenty 
per  cent,  to  fifteen  per  cent,  in  the  additional  ad  valorem  rate  upon 
plain  goods  when  colored,  stained,  painted,  or  printed  ;  from  which 
change  a  moderate  increase  of  revenue  may  be  expected. 

It  has  been  satisfactorily  proved  to  the  Commissioner  that  without 
making  any  allowance  for  the  increased  cost  of  erecting  factories  at  the 
present  time,  and  the  consequent  loss  of  interest  upon  the  additional 
capital  expended,  the  internal  taxes  upon  the  great  range  of  cotton 
goods  are  correctly  exhibited  in  the  following  Table,  basing  the  cost  of 
manufacture  upon  the  rates  of  wages  paid,  in  September,  1866  ;  and 
the  price  of  cotton  at  the  same  date,  viz.,  thirty-five  cents  per  pound 
for  middling  uplands. 
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Unbleached  Fabric ,  Thirty-nix  Inches  wide,  Classes  1  arcrf  2. 


Threads  to  an  Inch, 
Warp'and  Filling. 

1 

! 

Number  of  Yards  to  One 
Pound  nett,  being 
product  of  1  2-10  lbs. 
Cotton. 

Cost  per  Yard. 

Taxes  per  Yard,  in clud-  j 

cd  in  the  cost. 

Per  cent,  of  Taxes  on 

Cost. 

Specific  Duty  recom¬ 

mended. 

Specific  Duty,  Taxes  be¬ 

ing  deducted. 

Minimum  Duty  recom¬ 

mended,  in  case  the  I 
Specific  Duty  is  not 

as  much. 

1 

Per  cent,  of  Minimum  | 

Duty  on  Home  Valu¬ 

ation,  after  deducting 
Taxes. 

Warp. 

Filling. 

Yards. 

Cents. 

Cents. 

Per  cent. 

Cents. 

Cents. 

Per  cent. 

Per  cent. 

50 

50 

3.20 

17.20 

2.36 

13.72 

4 

1.64 

30 

16.28 

48 

48 

2.80 

18.85 

2.57 

13.63 

4 

1.43 

30 

16.37 

56 

60 

4 

14.94 

2.04 

13.65 

5 

2.96 

30 

16.35 

64 

64 

3.70 

16.55 

2.24 

13.53 

5 

2.76 

30 

16.47 

64 

64 

5.30 

13.15 

1.76 

13.38 

5 

3.24 

30 

16.62 

68 

72 

4.11 

15.80 

2.13 

13 . 47* 

5 

2.87 

30 

16.53 

72 

80 

4.05 

16.91 

2.23 

13.18 

5 

2.77 

30 

16.82 

84 

84 

4 

17.42 

2.34 

13.45 

5 

2.66 

30 

16.55 

84 

100 

3.69 

19.18 

2.55 

13.21 

5 

2.45 

30 

16.79 

100 

100 

4.11 

18.75 

2.47 

13.17 

5 

2.53 

30 

16.83 

From  this  table  it  will  at  once  appear,  that  if  an  allowance  he  made 
of  a  portion  of  the  duties  imposed,  as  an  offset  or  equalization  of  the 
internal  taxes  (either  from  the  specific  rate  or  from  the  minimum  ad 
valorem  recommended  in  case  the  specific  duties  do  not  amount  to  a 
cei'tain  given  per  cent.),  that  the  remainder  of  the  duty  represents  a 
low  rate  of  assessment  rather  than  a  high  one,  and  it  is  believed  that 
the  interest  of  the  revenue  will  not  allow  any  greater  reduction  in  the 
existing  rates  other  than  those  recommended. 

That  the  existing  rates  of  duty  have  not  prevented  the  importation 
of  large  quantities  of  cotton  fabrics  during  the  last  few  years,  is  shown 
by  the  following  table  ;  and  as  the  duties  recommended  are  substan¬ 
tially  the  same  as  now,  the  course  of  trade  will  probably  not  be  inter¬ 
rupted  : 

Imports  op  Cotton  Manufactures. 


1861.. .‘ . .  .: . $25,427,250 

1862  . 11,786,519 

1863  .  18,018,738 

1864.. . .  17,197,345 

1865  .  22,010,260 

1866  .  30,166,301 


The  bulk  of  the  cotton  goods  now  imported,  enter  immediately  into 
consumption,  and  cannot  be  speedily  produced  at  home  ;  especially  so 
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long  as  all  the  metals  and  the  cost  of  all  tools  and  machinery  of  pro¬ 
duction  and  transportation  are  as  heavily  burdened  with  taxation  as 
at  present. 

In  order  to  exhibit  more  clearly  the  onerous  nature  of  the  internal 
taxes  upon  our  manufactures,  and  the  tendency  of  such  taxes  to  destroy 
our  export  trade,  the  Commissioner  has  caused  to  be  prepared  the  fol¬ 
lowing  statement,  to  which  careful  attention  should  be  given  in  connec¬ 
tion  with  the  recommendation  previously  made,  that  the  internal 
taxes  should  be  reduced. 

It  is  exceedingly  desirable  that  we  should  export  finished  manufac¬ 
tures  rather  than  the  raw  product  of  the  soil  or  the  mines,  and  great 
progress  had  been  made  prior  to  1860  in  the  export  of  heavy  cotton 
goods,  the  amount,  as  has  been  stated,  having  been  $8,000,000  to 
$11,000,000  per  annum. 

Every  possible  measure  has  been  taken  by  Congress  to  foster  this 
export  by  the  allowance  of  drawbacks,  but  no  drawback  can  be  allowed 
for  indirect  taxation. 

t 

The  cost  of  a  mill  for  the  production  of  the  heavy  sheetings  and 
drills  formerly  exported,  of  the  capacity  of  ten  thousand  spindles  would 
he,  at  this  date,  not  less  than  $  i  30,000.  The  product  of  such  a  mill 
would  be  1,250,000  pounds  per  annum.  The  cost  at  this  date  of  such 
product  would  be  $660,125  ;  of  which  the  taxes  would  be  $90,125 — 
or  27.31  per  cent,  upon  the  capital.  Of  this  large  amount  of  taxes,  no 
drawback  is  allowed,  or  can  be  allowed,  for  the  amount  of  $16,000 
of  estimated  indirect  taxation;  and  the  foreign  manufacturer  has,  there¬ 
fore,  the  advantage  of  $16,000,  in  all  foreign  markets. 

A  mill  of  ten  thousand  spindles  can  be  put  in  operation  in  England 
for  the  manufacture  of  the  same  goods,  for  about  $130,000  ;  and  if  the 
$16,000  advantage  be  reduced  to  gold,  at  the  rate  of  one  hundred  and 
forty,  it  amounts  to  $11,428,  or  nearly  nine  per  cent,  upon  the  English 
capital.  The  reason  is  therefore  obvious  why  we  can  no  longer 
exchange  cotton  fabrics,  to  any  great  extent,  for  the  teas  of  China,  or 
for  the  saltpetre  and  gunny  cloth  of  India,  yet  there  is  ‘better  provision 
for  the  allowance  of  drawback  upon  cotton  fabrics  exported,  than  upon 
almost  any  other  of  the  manufactures  of  the  country. 

The  proportion  of  cost  set  apart  as  representing  the  taxes  included 
therein,  is  intended  to  cover 

1.  The  tax  of  three  cents  per  pound  upon  raw  cotton  and  the 
customary  per  cent,  usually  allowed  for  waste,  viz.,  one  sixth,  computed 
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upon  the  amount  of  the  tax  of  three  cents,  or  one  half  cent  per 
pound,  making  the  allowance  for  the  tax  of  three  cents  on  the  raw 
cotton,  three  and  a  half  cents  upon  the  cloth  (the  drawback  allowed  in 
case  of  export  being  three  cents  on  the  pound  of  cloth). 

It  may  he  objected  that  the  internal  tax  of  three  cents  per  pound 
is  assessed  also  upon  raw  cotton  shipped  to  other  countries,  hut  as 
American  cotton  forms  for  the  time  being  the  lesser  part  of  the  supply 
of  the  world,  this  objection  cannot  be  allowed. 

2.  The  tax  of  five  per  cent,  upon  the  sale  of  the  finished'  fabric  ;  and 
in  the  computation  this  tax  is  assessed  upon  a  price  which  would  yield 
the  manufacturer  ten  per  cent,  profit. 

3.  An  allowance  is  made,  which  has  been  pronounced  by  many 
experts  to  be  insufficient,  for  the  additional  cost  of  oil,  fuel,  iron,  and 
steel  for  repairs,  transportation,  leather,  &c.,  &c.,  and  for  the  increased 
cost  of  the  living  of  the  operatives,  growing  out  of  the  imposition  of 
taxes  upon  articles  consumed  by  them.  The  rate  of  this  allowance  is 
computed  at  one  fifth  the  increased  cost  of  labor,  and  of  all  supplies 
other  than  cotton,  over  the  cost  of  the  same  items  in  1860,  this  allow¬ 
ance  being  equal  to  nine  and  one  quarter  per  cent,  upon  the  present 
cost  of  such  labor  and  supplies,  exclusive  of  cotton. 

It  should  also  be  stated  that  this  third  item  of  allowance  for  taxes, 
being  the  only  one  dependent  upon  judgment  and  not  capable  of  positive 
proof,  amounts  to  but  21&£J  per  cent,  on  the  total  cost  of  manufacture, 
out  of  an  average  total  taxation  of  Thirteen  and  a  half  per  cent.,  the 
remainder  being  capable  of  absolute  demonstration. 

As  has  been  before  stated  in  the  estimate  of  thirteen  and  a  half  per 
cent,  total  taxation,  no  allowance  is  made  for  the  increased  cost  of 
erecting  factories,  and  the  consequent  loss  of  interest  ;  if  this  item 
were  added,  the  proportion  of  cost  of  goods  to  be  set  aside  for  taxes 
would  be  over  fifteen  per  cent.,  and  the  proportion  of  duties  applied  as 
an  offset  for  the  taxes  would  be  proportionally  greater,  but  it  is 
unnecessary  to  include  this  item  in  order  to  prove  that  neither  the 
duties  imposed  by  the  existing  tariff  nor  the  range  now  recommended 
are  prohibitive  or  highly  protective,  but  on  the  contrary  they  are  not 
above  the  admitted  revenue  point. 

On  the  finer  fabrics  included  in  Class  3,  a  small  increase  of  duty  is 
recommended.  These  goods,  especially  when  colored  or  printed,  are 
articles  more  of  luxury  than  necessity,  d  jpendent  upon  style  and 
finish,  and  the  consumption  of  which  is  but  little  affected  by  moderate 
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or  even  high  duties,  as  they  are  used  mostly  by  the  wealthy  classes. 
The  increase  of  duties  upon  these  fabrics  is  recommended  purely  as  a 
revenue  measure. 

Upon  spool-cotton  a  moderate  reduction  is  recommended,  and  upon 
Unwound  thread  and  yarn,  a  clause  in  the  existing  tariff,  which  would 
be  prohibitive  were  it  not  inoperative,  is  omitted,  and  in  place  thereof 
a  graduated  scale  of  duties  is  recommended.  There  have  been  large 
additions  made  to  the  spindles  of  the  country  for  producing  fine  cotton 
yarns  during  the  past  year,  and  as  they  have  been  built  at  very  high  cost 
it  is  believed  that  any  sudden  and  large  reduction  in  the  duties  upon 
thread  might  cause  great  injury  to  this  partially-established  industry, 
without  yielding  any  compensating  gain  to  the  revenue. 

A  moderate  specific  duty  is  recommended  in  addition  to  the  ad 
valorem  rate  upon  cotton  hosiery.  This  manufacture  has  been  lately 
established  in  the  United  States,  and  now  employs  a  large  number  of 
operatives  and  of  capital.  It  has  been  started,  moreover,  upon  ma¬ 
chinery  mostly  imported  at  very  high  cost,  and  requires  such  attention 
as  the  interest  of  the  revenue  will  allow. 

If  it  may  appear  that  undue  attention  and  space  have  been  given  to 
the  revenue  derived  from  manufactures  of  cotton,  it  should  be  remem¬ 
bered  that  there  is  .scarcely  any  other  branch  of  manufacture  in  the 
United  States  in  which  the  cost  can  be  ascertained  with  such  absolute 
accuracy,  and  the  relation  of  internal  taxes  to  the  cost  and  to  the 
duties  so  clearly  defined  ;  and  it  may  be  also  added,  that  despite  the 
prosperity  of  a  portion  of  the  manufacturers,  there  are  few  branches  of 
business  upon  which  the  present  system  of  internal  taxation  bears  more 
onerously,  or  whose  investigation  proves  more  clearly  the  expediency 
and  necessity  of  a  speedy  reduction  of  the  internal  tax  on  manufactur¬ 
ing  industry  elsewhere  recommended. 

It  may  here  be  stated  that  no  desire  has  been  manifested  on  the  part 
of  the  great  majority  of  the  cotton  spinners  for  the  passage  of  a  highly 
protective  tariff. 

Upon  this  point  there  appears  to  have  been  a  wide-spread  misunder¬ 
standing,  it  having  been  supposed  that  the  large  profits  made  by  a 
portion  of  the  cotton  mills  of  Hew  England  have  been  in  consequence 
of  supppsed  highly  protective  duties  imposed  by  the  existing  tariff. 
Such,  however,  is  not  the  fact.  The  existing  duties  are  not  mainly  of 
that  nature,  and  the  profits  have  been  made  by  a  portion  of  the  mills 
only.  The  coarser  mills  of  the  country  have,  in  some  cases,  made  large 
profits  on  the  rise  in  cotton,  but  for  three  years  after  the  beginning  of 
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the  war,  goods  would  seldom  pay  the  cost  of  production  if  made  from 
cotton  purchased  near  the  time  of  sale,  and  those  mills  which  were  not 
fortunate  in  their  cotton  purchases,  in  many  cases  made  very  heavy 
losses,  of  which  not  much  notice  has  been  taken  except  by  the  owners. 

Upon  the  medium  and  finer  fabrics  large  profits  have  undoubtedly 
been  made  for  the  last  two  years,  not  in  consequence  of  protection,  but 
because  the  country  having  more  money  in  circulation  and  more  appa¬ 
rent  means  wherewith  to  purchase,  demands  a  better  grade  of  goods 
than  formerly,  and  while  there  has  been,  from  1860  to  1865  inclusive, 
little  increase  in  the  number  of  cotton  spindles,  there  has  been  a  great 
increase  of  population.  During  the  era  of  very  high  prices,  consumption 
was  much  curtailed,  but  when  the  prices  of  goods  fell  with  cotton  to  a 
moderate  point,  a  demand  ensued  for  the  finer  and  better  grades  of 
cotton  cloth,  even  beyond  the  capacity  of  spinners  to  supply. 

The  rapid  extension  of  mills  and  the  erection  of  new  ones  have  been 
for  a  time  prevented  by  the  diversion  of  skilled  labor  from  the  m  achine 
shops,  and  also  to  a  far  greater  extent  by  the  imposition  and  duplica¬ 
tion  of  taxes  upon  iron  and  steel.  But  despite  the  excessive  c^st  of 
erecting  mills  and  machinery,  which  is  now  nearly  or  quite  double  the 
cost  in  1859  and  1860,  the  large  profits  have  had  their  legitimate  result, 
and  a  large  extension  of  manufacture  may  soon  be  expected,  with  a 
probable  equalization  of  prices  and  profits.  During  the  year  ending 
September  1,  1866,  over  200,000  new  spindles  went  into  operation,  and 
mills  to  contain  about  530,000  spindles  are  now  under  way,  nearly  all 
upon  the  medium  and  finer  fabrics  ;  the  aggregate  increase  being  730,000 
spindles  or  more  than  fourteen  per  cent,  on  the  whole  number  existing 
in  1860. 


WOOL  AND  WOOLLENS. 

In  respect  to  wool  and  woollens,  and  especially  to  so  much  of  the 
House  Bill  Ho.  718,  as  proposes  to  increase  the  duties  on  the  importa¬ 
tion  of  these  articles,  the  Commissioner  would  report  as  follows  : 

The  tariff  legislation  in  respect  to  these  products,  up  to  the  present 
time,  has  been  extremely  variable  and  often  inconsistent  in  its  character. 
Thus,  the  tariff  of  1842  imposed  a  duty  of  three  cents  per  pound 
specific,  and  thirty  per  cent,  ad  valorem,  upon  ’frool  costing  eighteen 
cents  per  pound  or  under  ;  in  1846,  the  rate  was  reduced  to  thirty  per 
cent,  ad  valorem,  and  in  1857,  this  class  of  wools  was  made  duty  free. 
In  1861,  the  duty  on  the  same  grades  was  fixed  at  five  per  cent,  ad 
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valorem,  and  so  remained  until  1864,  when  the  duties  were  further 
advanced  to  the  existing  rates  of  three  cents  per  pound  specific  on 
wools  costing  twelve  cents  per  pound  or  less,  and  six  cents  per  pound 
on  wools  costing  more  than  twelve  cents  and  less  than  twenty-four  cents. 

Near  the  close  of  the  year  1865,  in  view  of  the  evils  resulting  from 
such  instability  of  legislation,  and  in  view  furthermore  of  a  feeling  of 
antagonism  of  opinion  in  respect  to  the  tariff,  which  has  always 
undoubtedly  prevailed,  to  some  extent,  between  the  wool-growers  and 
the  wool  manufacturers,  a  joint  convention  of  the  representatives  of 
these  two  great  interests  was  called,  with  the  hope  that  a  full  and 
mutual  discussion  between  the  two  parties  would  lead  to  the  acknowl¬ 
edgment  of  a  harmony  of  interests,  on  the  one  hand,  and  to  a  concur¬ 
rence  of  sentiment  in  respect  to  future  tariff  legislation  on  the  other. 
This  meeting  was  held  at  Syracuse,  New  York,  December  13,  1865,  and 
was  numerously  attended.  It  does  not  appear,  according  to  representa¬ 
tions  made  to  the  Commissioner,  that  the  woollen  manufacturers,  through 
whom  the  call  for  the  meeting  originated,  had  any  expectation  that  action 
would  be  taken  looking  to  any  increase  of  duties  upon  wool  over  and 
above  those  then  existing ;  hut,  on  the  contrary,  they  hoped  and 
expected,  that  the  wool-growers  would  concede  the  propriety  of  a 
reduction  of  rates  on  those  classes  of  wools — like  the  “combing”  and 
carpet  wools — which  are  not  produced  to  any  extent,  in  this  country. 
They  were,  however,  met  with  the  demand  from  the  wool-growers  that 
the  duties  on  all  unwashed  wools,  except  carpet  wools,  should  he 
advanced  from  the  existing  rates  of  six  cents  per  pound  to  twenty  cents 
per  pound,  and  twenty  per  cent,  ad  valorem.  After  earnest  discussion, 
however,  these  rates  were  abated  to  ten  cents  per  pound,  and  ten  per 
cent,  ad  valorem,  and  were  accepted  by  the  representatives  of  the 
manufacturers,  on  condition,  that  thirty-five  per  cent,  ad  valorem  addi¬ 
tional  should  he  imposed  on  imported  woollens,  over  and  above  an 
aggregate  sufficient  to  reimburse  the  manufacturer  for  the  duties  on 
wool  and  dye  stuffs,  and  his  expenses  for  carrying  the  same  ;  or  thirty- 
five  per  cent,  ad  valorem  in  addition  to  re-imbursing  specific  duties, 
amounting  to  fifty-three  cents,  as  a  minimum,  on  each  and  every  pound 
of  woollen  goods  imported.  “  Nothing  less”  say  the  Committee  in  their 
report  to  the  Revenue  Commission ,  u  than  a  specific  duty  of  fifty -three 
cents  per  pound  o  n  such  manufactures  will  be  sufficient  to  place  the 
manufacturer  on  the  same  position  as  if  he  had  his  raw  material  free 
of  duty — a  position  which  he  must  demand  as  an  imperative  necessity 
for  the  preservation  of  his  industry .” 
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On  this  basis,  a  schedule  of  duties  on  wool  and  woollens  was  arranged, 
which  is  substantially  the  same  as  now  embodied  in  House  Bill  No.  718. 

A  careful  examination,  however,  of  the  whole  subject,  the  oppor¬ 
tunity  for  which,  owing  to  a  limitation  of  time  and  the  pressure  of 
other  business,  was  noti  afforded  to  Congress  or  its  Committees  at  its 
last  session,  leads  <the  Commissioner  to  the  conclusion,  that  the  schedule 
of  rates  in  question,  proposed  as  the  basis  of  the  future  tariff  on  wool 
and  woollens,  is  of  a  character  not  warranted  by  the  circumstances  of 
the  case,  and  prejudicial  alike  to  the  true  interests  of  the  wool-grower, 
the  revenue,  and  to  the  great  mass  of  consumers  and  taxpayers 
throughout  the  country.  A  full  confirmation  of  these  views,  it  is 
believed,  will  he  found  in  the  following  summary  of  facts  and  con¬ 
clusions  : 

First.  According  to  the  report  of  the  Executive  Committee  of  the 
Wool-Growers’  Association,  submitted  to  the  Revenue  Commission, 
the  present  annual  production  of  wool  in  the  United  States  is  about 
one  hundred  millions  pounds.*  Assuming  the  average  price  to  the 
grower  of  washed  and  unwashed  wool  at  fifty  cents  per  pound,  we  have 
as  the  entire  annual  value  of  the  clip,  fifty  millions  of  dollars  in  cur¬ 
rency,  or  about  thirty-five  millions  three  hundred  and  ninety  thousand 
dollars,  present  gold  valuation  (Dec.  1,  1866). 

Now,  the  motive  in  imposing  the  proposed  minimum  duty  of  ten 
cents  per  'pound  specific  and  ten  per  cent,  ad  valorem ,  is  manifestly  to 
raise  the  value  or  price  -of  the  American  wools  to  the  same  extent  ;  and 
if  it  fails  to  do  this,  the  object  of  the  wool-grower  will  certainly  not  he 
attained. 

The  number  of  sets  of  woollen  machinery  or  series  of  cards  employed 
in  the  United  States,  reported  to  the  Wool  Manufacturers’  Association 
in  October,  1865,  was  four  thousand  one  hundred, f  consuming  2,252,545 
pounds  of  scoured  wool,  and  substitutes  for  wool,  per  week  ;  hut  these 
returns,  it  was  stated,  did  not  probably  indicate  more  than  three  fourths 
to  four  fifths  of  the  sets  then  in  actual  operation.  Suppose,  however,  the 
balance  to  consume  wool  equal  to  the  shrinking  from  the  cards  to  the 
manufactured  goods — and  there  is  no  doubt  but  they  will  do  more  than 
that — we  have,  then,  as  the  weekly  product  of  the  country  (in  pros- 


*  The  estimate  of  the  Agricultural  Department  of  the  “  clip”  of  1866  is  one  hundred  and 
seventeen  millions,  an  estimate,  in  the  opinion  of  the  Executive  Committee  of  the  Wool- 
Growers’  Association,  altogether  too  high. 

|  See  Beport  of  the  Bevenue  Commission,  page  424. 
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perous  times),  two  millions  five  hundred  thousand  pounds  of  cloth  per 
week,  or  one  hundred  and  seventeen  millions  of  pounds  per  annum. 

Again,  the  weight  of  the  woollen  goods  imported  into  the  United 
States  during  the  fiscal  year  1866,  the  Commissioner,  after  a  careful 
examination,  estimates  to  have  been  as  follows  : 

Woollen  goods  proper .  17,000,000  pounds. 

Carpets . 2,500,000  “ 

Dress  goods,  bunting,  and  worsted  manufactures.  .  13,500,000  “ 

Total .  33,000,000  pounds. 

These  results,  therefore,  indicate  the  present  average  consumption  of 
manufactured  woollens  in  the  United  States,  to  he  about  one  hundred 
and  fifty  millions  pounds  per  annum. 

It  must  he  evident,  now,  that,  to  the  extent  to  which  the  cost  of  wool 
is  increased  to  the  American  manufacturer,  through  the  increased 
duties  on  his  raw  materials,  it  will  he  necessary  to  impose  an  equiva¬ 
lent  increase  of  duties  on  the  importation  of  foreign  woollens,  other¬ 
wise  the  increased  price  of  wool,  growing  out  of  the  duty,  would  act 
as  a  bounty  in  favor  of  the  foreign  manufacturer  and  prove  speedily 
disastrous  both  to  the  American  wool-grower,  and  to  the  American 
woollen  manufacturer. 

To  balance  the  duties  proposed  upon  wool,  the  Executive  Committee 
of  the  woollen  manufacturers  claim,  and  endeavor  to  prove  it  to  be 
essential  to  the  preservation  of  their  industry,  that,  for  every  cent  of 
duty  imposed  on  wool,  four  cents  per  pound  must  be  charged  on  all 
woollens  imported.  It  is  also  clear,  that  if  the  price  is  to  be  enhanced  to 
the  extent  of  the  duty,  the  advance  must  be  estimated  alike  on  goods 
made  of  domestic  as  well  as  of  foreign  wool.  Consequently,  for  every 
cent  of  duty  imposed  on  wool,  the  American  consumer  will  be  taxed 
four  cents  per  pound  on  his  manufactured  woollens  ;  which  tax  on  the 
present  annual  consumption  of  the  country,  viz.,  one  hundred  and  fifty 
millions  pounds,  would  amount  to  the  sum  of  six  millions  five  hundred 
thousand  dollars  for  each  cent  of  duty  imposed  on  wool. 

Assuming  the  existing  rate  of  duty  upon  unwashed  wool  at  six  cents* 

*  Apart  of  the  wools  imported,  viz.,  the  carpet  wools,  are  subjected,  both  under  the 
existing  and  proposed  tariffs,  to  a  less  rate  of  duty  than  six  cents  per  pound  ;  but  as  the 
minimum  rate  of  duty  on  all  wools,  costing  less  than  twenty-four  cents  per  pound, 
owing  to  the  addition  of  freights,  charges,  and  commissions,  to  their  invoice  value,  is  now 
more  than  six  cents  ;  and  as  all  wools  valued  at  over  twenty-four  cents  per  pound  are 
subjected  to  duties  of  ten  cents  per  pound  and  upwards,  the  average  assumed  as  the 
basis  of  the  calculation  respecting  taxation  is  rather  diminished  than  exaggerated. 
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per  pound,  the  present  annual  tax  for  the  protection  of  this  interest  is 
therefore  ($6,500,000  x  6  cents  =  )  $39,000,000  ;  but  at  the  proposed 
rate,  assuming  eleven  and  a  half  cents  as  the  minimum,  this  tax  will 
be  further  increased  ($6,500,000  x  54  =  )  $35,750,000;  or,  in  other 
words,  the  proposed  tariff*  on  wool  and  woollens  will  tax  the  community 
(if  it  should  have  the  effect  sought  by  those  who  propose  it),  to  the 
extent  of  seventy-four  millions  seven  hundred  and  fifty  thousand 
dollars  per  annum  for  the  protection  of  an  interest,  the  whole 
annual  value  of  whose  product,  as  we  have  already  shown,  cannot  be 
considered  in  excess  of  thirty-six  millions  of  dollars  gold  valuation.  Can 
any  such  amount  of  taxation,  on  an  absolute*  necessity  of  life  in  this  coun¬ 
try,  be  justified  under  the  plea  of  protection  to  American  industry,  and 
that  industry,  one  which  cannot  claim  high  protection  on  the  plea  that 
it  is  not  yet  well  established  P 

Secondly.  Let  us  next  consider  whether  the  business  of  wool-growing, 
at  the  time  the  bill  under  consideration  was  framed,  was  in  a  condition 
to  warrant  such  an  extreme  demand  for  protection. 

The  average  price  for  medium  American  washed  wools  in  the  New 
York  market  in  the  latter  part  of  1865,  was  from  sixty  to  sixty-five  cents. 
The  average  price  of  the  same  wools  from  1827  to  1862  was  forty-two 
and  eight  tenths  (42 r8F)  cents  ;  the  average  premium  on  gold  during  the 
period  first-mentioned  was  forty-six  per  cent.  ;  it  therefore  appears  that 
when  the  rates  under  consideration  were  matured  and  demanded  as  a 
necessity,  the  wool-grower  was  receiving  a  price  equivalent  to  the 
average  price  before  the  war ;  and  that  the  growing  of  wool  at  those 
prices  was  then  profitable,  is  abundantly  proved  by  the  following  quo¬ 
tation  from  the  best  authority  in  the  United  States  on  this  subject _ viz., 

the  President  of  the  American  Wool-Growers'  Association  : 

“  How  very  striking  is  the  fact  that,  during  thirty-eight  years  [ending 
January  1,  1862],  and  with  all  the  disturbing  causes  to  the  wool  mar¬ 
ket,  there  has  not  been  a  single  year  in  which  the  average  price  (42  f8  ) 
for  the  wool  marked  ‘  medium,'  would  not  now*  pay  the  actual  cost  of 

producing  our  heavy-fleeced  American  Merino  wools . Of  the 

production  of  how  many  other  of  our  great  staples  of  industry  can  as 
much  be  said  ?" 

The  low  prices  of  wool  at  the  present  time  are  no  legitimate  argu¬ 
ments  in  respect  to  this  question,  inasmuch  as  they  are  abnormal  in 


*  September,  1866. 
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their  character,  and  are  due  mainly  to  a  general  depression  of  business, 
consequent  upon  an  anticipated  reduction  of  prices,  and  to  an  over 
importation  of  foreign  wools  in  the  spring  and  summer  of  1866,  stimu¬ 
lated  by  the  prospect  of  an  advance  in  the  tariff. 

Thirdly.  But  laying  aside  all  other  considerations,  let  us  next 
inquire  whether  the  granting  of  the  proposed  rates  by  Congress,  will 
afford  to  the  wool-growers  the  relief  which  is  confidently  expected. 

The  trouble  under  which  the  wool-grower  at  present  labors,  is  one 
and  the  same  affecting  every  other  branch  of  industry  in  the  country, 
viz.,  a  most  extraordinary*  advance  in  the  cost  of  all  the  elements 
entering  into  production.  To  remedy  this  state  of  things  the  wool- 
grower  now  proposes  to  make  the  cost  of  production  still  higher, 
for  it  cannot  be  supposed  that  he  alone,  of  all  the  producers  of  the 
country,  is  to  be  allowed  to  advance  the  price  of  Yds  products  without 
submitting  to  an  equivalent  advance  in  the  price  of  all  others. 

The  present  prices  of  .New  England,  New  York  and  Ohio  unwashed 
wools  (New  York  Price  Current,  Nov.  3,  1866),  range  from  thirty  to  forty- 
six  cents  per  pound,  and  at  these  rates  it  is  claimed  that  the  business  of 
wool-growing,  particularly  in  the  states  of  New  York,  Pennsylvania, 
and  Ohio,  is  very  far  from  remunerative.  A  higher  rate  of  duty  is 
therefore  asked  on  the  importation  of  the  foreign  competing  wools,  the 
principal  and  cheapest  of  which — the  South  American  or  Mestiza 
unwashed — was  quoted  in  New  York  at  the  above  date,  at  from  twenty- 
four  to  thirty- four  cents  per  pound  (currency). 

The  production  of  cheap  wools,  however,  is  not  confined  to  foreign 
countries.  Wool  from  Texas  is  now  offered  in  New  York  at  from  twenty 
to  thirty-two  cents  per  pound,  and  it  was  claimed  before  the  war,  that 
wool  could  be  produced  in  that  state  as  cheap  as  cotton,  or  from  five  to 
ten  cents  per  pound.  Whether  this  claim  was  an  exaggerated  one  or 
not  it  is  immaterial  to  discuss,  but  the  Commissioner  would  ask  atten¬ 
tion,  first; — to  an  authoritative  statement  of  the  President  of  the  Ameri¬ 
can  Wool-growers’  Association,  to  the  effect,  that  while  the  cost  of 
keeping  a  sheep  on  the  high-priced  lands  of  New  England  and  New 
York,  is  two  dollars  per  annum,  the  cost  in  the  southern-  and  south¬ 
western  part  of  the  United  States  “  does  not  exceed  twenty-five  cents 
per  head  per  annum.”'* 

And  secondly,  that  the  results  of  a  careful  examination  of  Texas, 


*  Randall's  Practical  Shepherd,  pages  97,  98,  1863. 
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made  during  the  past  year,  by  an  experienced  northern  wool-grower,  and 
submitted  to  the  Commissioner,  give  fifteen  cents  per  pound  as  the 
present  estimated  cost  of  raising  wool  in  that  state. 

At  the  present  time,  moreover,  the  production  of  wool  in  southern 
Kansas  and  in  New  Mexico,  where  the  conditions  of  cost  are  nearly  the 
same  as  in  Texas,  where  the  sheep  feed  out  the  year  round,  and  where 
two  shearings  are  not  uncommon,  is  increasing  with  great  rapidity.  It 
is  also  reported  to  the  Commissioner,  that  the  cost  of  raising  wool  in 
the  great  states  of  Minnesota  and  Iowa,  is  not  in  excess  of  one  half  of 
the  cost  of  product  in  Ohio  ;  while  in  California,  whose  product  of 
wool  is  rapidly  increasing  (and  is  now  sold  in  New  York,  after  trans¬ 
portation  around  Cape  Horn,  at  from  twenty  to  thirty-six  cents  per 
pound)  the  cost  of  wool,  by  the  Census  of  1860,  was  returned  at  only 
twelve  and  a  half  cents  per  pound.  And  as  touching  the  ques¬ 
tion  of  locality  in  wool-growing  it  should  be  borne  in  mind,  that 
the  cost  of  transporting  wool  is  less  in  comparison  with  its  value, 
than  of  any  other  agricultural  product  ;  the  ratio,  from  a  point  two 
hundred  miles  west  of  Chicago  to  the  seaboard  having  been  estab¬ 
lished  some  years  since,  as  eighty  per  cent,  on  the  value  of  wheat  ; 
thirty  per  cent,  on  pork  ;  twenty  per  cent,  on  beef ;  while  on  wool  it 
was  only  four  per  cent.*  The  inquiry,  therefore,  becomes  a  pertinent 
one,  as  to  what  protection  the  wool-grower  of  New  England,  New 
York,  and  Ohio,  expects  to  obtain,  as  against  the  competing  wools  of 
other  parts  of  the  United  States,  which  are  already  offered  in  the 
market  at  about  the  same  price  as  the  foreign  Mestiza  wool  ?  and 
more  especially,  when  it  is  considered  that  these  cheap  domestic  wools 
are  to  receive,  under  the  proposed  increase  of  rates,  an  ad  valorem 
protection,  and  a  tariff  stimulus  as  much  in  excess  of  that  given  to 
the  wools  of  New  England,  New  York,  and  Ohio,  as  the  producing  cost 
of  the  former  is  proportionately  inferior  to  that  of  the  latter.  In  short, 
is  it  not  evident  that  any  advantage  to  be  derived  from  an  increased 
duty  on  foreign  wool — putting  it  as  high  as  it  could  in  any  way 
be  borne — must  of  necessity  be  delusive  and  of  temporary  benefit  ;  and 
that  for  the  future,  the  business  of  wool-growing:  in  the  United  States 
is  to  be  regulated  by  climate,  soil,  and  the  value  of  land,  rather  than 
by  any  artificial  influences  resulting  from  tariff  enactments  ?  If  the 
wool-growers  of  the  older  states  are  wise,  we  believe  they  will  recog- 


*  See  Statement  of  Hon.  M.  J.  B.  Grinnell  of  Iowa  ;  Report  U.  S.  Commissioner  of 

Agriculture. 
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nize  this  necessity,  and  seek  to  hold  their  own  by  raising  choice  sheep 
to  recruit  and  revivify  the  flocks  of  the  more  favored  states,  and  in 
turning  their  attention  more  fully  to  supplying  the  markets  with 
mutton,  leaving  what  can  he  obtained  for  wool  as  a  mere  make- weight 
in  their  calculations  of  profits. 

Again,  with  the  temporary  increase  in  the  price  of  wool,  and  a 
decrease  in  the  price  of  cotton,  the  inevitable  tendency  must  he  to 
again  rapidly  bring  in  cotton  as  a  competitor  to  wool  ;  decreasing  the 
consumption  of  the  latter,  and  increasing  that  of  the  former  both  as  a 
separate  manufacture  and  as  a  constituent  for  mixing  with  wool  in 
the  manufacture  of  woollens,  with  a  view  of  reducing  their  cost.  It 
needs,  therefore,  no  gift  of  prophecy  to  predict  that  between  stimulated 
domestic  competition  and  the  increased  consumption  of  cotton,  the 
wool-grower  who  now  asks  for  higher  protection  will  (if  his  request 
is  acceded  to)  he  ground  as  between  the  upper  and  nether  mill-stone. 

Fourthly.  Let  us  next  consider  the  relation  which  the  growing  and 
manufacturing  of  wool  are  to  sustain  to  each  other  under  the  pro¬ 
posed  tariff.  As  under  all  ordinary  circumstances,  the  American 
wool-grower  cannot  export  his  product  to  any  foreign  country  with  an 
expectation  of  profit,  and  is  entirely  dependent  upon  the  American 
manufacturer  for  a  market,  it  would  seem  to  need  no  argument  to 
prove,  that  a  state  of  prosperity  on  the  part  of  the  wool  manufacturer 
is  essential  to,  and  must  precede  a  condition  of  prosperity  on  the  part 
of  the  wool-grower. 

To  enable  the  manufacturers,  however,  to  prosper — or  in  other 
words,  to  produce  cheaply  and  sell  largely — it  is  necessary,  not  only 
that  the  raw  materials  should  be  afforded  to  them  at  fair  prices,  but 
also  that  they  should  not  be  restricted  in  the  selection  of  varieties. 
Ho  one  country  produces  all  the  varieties  of  wool,  but  every  country 
has  its  own  distinctive  qualities,  adapted  especially  for  some  peculiar 
branch  of  the  woollen  manufacture.  It  is,  therefore,  evident  that  no 
country  can  make  all  the  varieties  of  woollen  goods  unless  it  can  go  for 
its  supply  of  raw  material  to  such  others  as  may  be  necessary,  to 
obtain  the  varieties  not  raised  within  its  own  boundaries.  '  To  preclude 
the  manufacturer  from  doing  this,  is  equivalent  to  prescribing  that  his 
business  shall  not  be  allowed  the  privilege  of  obtaining  that  develop¬ 
ment  which  is  enjoyed  in  all  other  countries. 

That  the  granting  of  this  latter  privilege,  moreover,  to  the  manufac¬ 
turer  would  not  prove  a  detriment  to  the  domestic  producer,  but  rather 
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a  benefit,  the  experience  of  our  own,  and  of  all  other  countries,  offers 
abundant  proof. 

Thus,  an  examination  of  the  prices  of  domestic  wool,  from  1827  to 
1862,  establishes  the  fact,  that  the  periods  when  the  American  wool- 
grower  has  obtained  the  highest  rates  for  his  products,  have  been 
coincident  with  those  of  the  lowest  tariffs,  and  that  this  was  especially 
the  case  from  1858  to  1860,  when  wools,  costing  twenty  cents  per 
pound  and  under,  were  admitted  into  the  United  States  free  of  duty. 
This  circumstance  finds  a  ready  explanation  in  the  fact,  that  during 
the  periods  referred  to,  the  American  manufacturer  was  enabled  to 
produce  cheaply  and  sell  cheaply,  and  competing  advantageously  with 
the  foreign  producer,  to  furthermore  sell  largely  ;  and  that,  under  the 
increased  consumption  which  followed,  the  supply  of  domestic  wool 
became  inadequate  to  the  demand. 

All  who  are  familiar  with  the  history  of  Great  Britain,  moreover, 
know  that  when  that  country  first  abolished  the  duties  on  foreign  wool, 
the  wool-growers  made  earnest  opposition  to  the  measure,  in  the  faith 
that  theh  interests  would  be  destroyed  ;  but  from  that  day  to  this,  the 
wool  product  of  that  country  has  steadily  increased  with  regularly 
advancing  prices,  subject  only  to  those  fluctuations  which,  from  various 
disturbing  causes,  affect  all  trades  and  occupations.  That  the  experi¬ 
ence  of  France  is  also  to  the  same  effect,  is  shown  by  a  recent  report 
of  M.  Baudrillard  to  the  Emperor  of  the  French  on  this  subject,  in 
which  it  is  shown  that  when  the  duty  on  wool  was  reduced,  in  France, 
from  thirty-three  to  twenty- two  per  cent,  ad  valorem,  the  price  of 
wool  increased ,  and  was  maintained  at  from  six  to  eight  per  cent,  above 
the  former  rates.  As  an  explanation  of  this,  M.  Baudrillard  says : 
“  The  home  production  is  not  sufficient  for  the  daily  increasing  wants 
of  our  industry.  Ever}7  check  thrown  in  the  way  of  the  latter,  affects 
its  activity.  As  soon  as  our  manufacturers  cannot  procure  foreign  wooB 
they  decrease  their  production,  because  they  cannot  find  at  home  the 
required  qualities,  and  the  French  wool  which  they  would  have  used  to 
mix  in,  lies  about  in  the  markets.  The  statistical  tables  of  England 
lead  exactlv  to  the  same  conclusions  ;  high  duty,  low  wool  at  home — 
moderate  duty,  or  free  wool,  prices  good  at  home.” 

Fifthly.  To  the  extent  to  which  we  now  deprive  the  American  wool 
manufacturer  of  advantages  in  the  selection  and  cost  of  his  raw  mate¬ 
rial,  to  a  certain,  if  not  to  an  equal  extent  do  we  inciease  those  of  his 
foreign  competitors.  The  seventy  millions  pounds  of  foreign  wool 
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annually  imported  into  the  United  States,  to  meet  a  demand  which  the 
production  of  American  wool  does  not  yet  supply,  will  not  cease  to  be 
produced  because  the  American  manufacturer  is  forbidden  to  take  it. 
Directed  from  its  present  channel  of  consumption,  it  must  find  its  way 
to  the  markets  of  Europe  ;  and  through  the  diminution  of  price  which 
always  follows  an  excess  of  supply,  an  advantage  will  be  given  to  the 
foreign  over  the  American  manufacturer  largely  additional  to  what 
he  now  possesses  ;*  and  this,  coupled  with  the  use  of  shoddy  and  cotton, 
will  lead  to  an  importation  of  cheap  foreign  woollens  into  the  United 
States,  which  no  tariff,  short  of  absolute  prohibition,  can  suppress. 

A  further,  and  we  think  most  valid  objection  to  the  proposed  rates 
is,  that  their  adoption  will  seriously  impair  the  immediate  gold  revenue 
of  the  Government,  and  thus  delay  the  abatement  or  removal  of  the 
various  internal  and  duplicated  taxes  on  domestic  industry,  which  are 
the  real  sources  of  the  troubles  under  which  the  wool-grower  as  well  as 
every  other  American  producer  now  labors.  The  adoption  of  these  rates 
will  also  tend  to  destroy  a  not  inconsiderable  part  of  the  foreign  com¬ 
merce  that  yet  remains  to  the  United  States.  The  large  American 
carrying  trade  which  before  the  war  was  maintained  with  Brazil 
and  other  South  American  states  has,  as  already  stated,  been  nearly 
annihilated,  but  a  very  considerable  number  of  vessels  are  yet  employed 
in  the  Cape  of  Good  Hope  and  Australian  trade,  carrying  out  the 
products  of  American  industry,  and  receiving  for  the  same,  in  great 
part,  the  wools  of  those  countries.  If  the  proposed  rate  on  wools  are 
adopted,  the  Commissioner  is  assured,  that  nearly  all  these  vessels  will 
be  at  once  withdrawn  from  this  trade — inasmuch  as  the  importation  of 


*  This  point  is  further  illustrated  by  reference  to  the  range  of  prices  which  has  prevailed 
for  Mestiza  wools  during  the  last  ten  years.  Previous  to  1857,  the  prices  of  these  wools 
ranged  from  fifteen  to  eighteen  cents  in  the  markets  of  production.  Under  the  tariff  of 
1857,  which  admitted  wools  costing  less  than  twenty  cents  per  pound  free  of  duty,  the 
competition  of  American  manufacturers  carried  the  price  up  to  the  highest  point  at  which 
they  could  be  admitted  free.  When,  however,  the  free  limit  was  reduced  to  eighteen 
cents,  the  price  quickly  responded  by  a  similar  reduction.  The  stoppage  of  the  Ameri¬ 
can  woollen  mills,  at  the  commencement  of  the  war,  next  reduced  prices,  by  the  cessa¬ 
tion  of  demand,  to  nearly  as  low  as  they  were  previous  to  1857.  Under  the  tariff  of 
1864,  subjecting  all  wool  costing  from  twelve  to  twenty-four  cents  per  pound  to  six  cents 
per  pound  duty,  the  price  still  further  declined,  until  Mestiza  wools  of  good  quality  have 
been  sold  in  Buenos  Ayres  at  less  than  twelve  cents  per  pound.  If  the  duties  proposed 
in  House  Bill  No.  718  should  now  become  a  law,  experienced  judges  are  confident  that  the 
price  of  these  wools,  in  consequence  of  the  entire  withdrawal  of  the  American  demand, 
will  fall  still  lower,  so  that  the  European  manufacturers  can  obtain  their  supply  for  a  less 
price  even  than  the  duties  alone  would  amount  to  in  the  United  States. 
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a  return  cargo  of  wool  will  be  impossible.  That  it  may  be  clearly 
understood  as  to  where  the  loss  from  the  destruction  of  this  trade  will 
fall;  we  give  the  following  summary  of  an  invoice  of  a  cargo  of  one  of 
these  vessels  (being  but  one  out  of  eight  or  nine  sent  every  year  by  the 
same  firm),  which,  within  a  recent  period  cleared  for  the  Cape  of  Good 


Hope,  to  obtain  a  return  cargo  of  wool  : 

Value. 

Flour,  1,985  barrels . $17,168  00 

Butter,  5,084  lbs .  1,423  52 

Cheese,  2,250  “  .  340  50 

Fish .  216  97 

Maizena,  4,000  lbs .  340  00 

Candles,  3,120  “  649  20 

Soap .  77  28 

Petroleum,  1,500  gallons .  810  00 

Tobacco,  53,257  lbs .  23,763  97 

Cigars .  455  00 

Dried  Apples,  3,135  lbs .  227  29 

Lamps,  &c .  159  37 

Pails,  tubs,  and  brooms .  383  00 

Ploughs .  5,466  42 

Road  scrapers .  666  64 

Cabinet  furniture . .~ .  4,787  50 

Charges .  1,816  31 


Total  value  of  cargo . .  . $59,133  66 


In  all  other  civilized  countries  the  sure  road  to  national  wealth  is 
supposed  to  lie  in  the  direction  of  exchanging  manufactured  products 
for  the  raw  material  of  less  civilized  nations,  and  in  realizing  a  profit 
on  the  carrying  trade  consequent  on  such  an  exchange.  In  the  United 
States  it  is  now  seriously  proposed,  at  least  in  the  instance  under  con¬ 
sideration,  to  adopt  a  different  policy. 

The  Commissioner  is  well  aware,  that  the  present  depressed  condition 
of  the  wool  interest — both  fibre  and  manufacture — may  be  referred  to  as 
a  rejoinder  to  each  and  all  the  arguments  thus  submitted,  and  as  a  good 
and  sufficient  reason  for  an  immediate  advance  of  the  tariff.  An 
analysis  of  the  causes  which  have  led  to  this  depression,  will,  however, 
in  his  opinion,  lead  to  an  opposite  conclusion,  and  establish  the  follow¬ 
ing  facts : 
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First. — That  the  present  high  duties  on  ,combing  wools  (formerly 
admitted  free  under  the  reciprocity  treaty)  have,  during  the  past  year, 
almost  entirely  prostrated  and  crushed  out  the  worsted  manufacture  ; 
and  that  like  causes  in  former  years  have  also  nearly  destroyed  the 
broadcloth  manufacture,  which  formerly  constituted  fifty  per  cent,  and 
upwards  of  the  entire  woollen  industry  of  the  country.  Both  of  these 
industries,  although  requiring  wools  not  yet  raised  to  any  extent  in  the 
United  States  as  their  basis,  would,  if  in  active  operation,  work  up  a 
very  considerable  proportion  of  American  fleece, — from  twenty  to  thirty 
per  cent. — and  their  prostration,  therefore,  has  not  only  deprived  the 
American  wool-grower,  of  a  very  important  and  certain  market  for  a 
portion  of  his  surplus  products,  but  has  also  diminished  the  inducement 
for  the  introduction  of  new  breeds  of  sheep,  and  the  introduction  of 
new  varieties  of  wool. 

Second.— During  the  period  of  the  war,  cotton,  formerly  the  textile 
fabric  of  common  consumption,  attained  and  maintained  so  high  a  iDrice 
that  its  use  was  greatly  restricted — thus  necessitating  a  most  extra¬ 
ordinary  demand  for  wool  as  a  cheaper  fibre,  and  leading  to  a  great 
increase  in  the  number  of  woollen  manufacturers.  At  present,  this 
condition  of  affairs  is  reversed  ;  and  cotton,  as  the  cheaper  fibre,  is 
rapidly  resuming  its  normal  position,  and  supplementing  the  use  of 
wools ;  thus  introducing  a  disturbing  element  which  no  legislation  can 
remedy  or  prevent. 

Third. — Another  curious  and  interesting  fact  brought  out  incident¬ 
ally  during  the  inquiries  instituted  by  the  Commissioner  relative  to  prices, 
was  the  reception  of  testimony  from  almost  every  section  of  tbe  country 
from  dealers  in,  and  manufacturers  of,  clothing,  that  rarely,  in  their 
experience,  has  so  little  of  cloth  and  clothing  been  sold  as  during  the 
past  fall  season  ;  thus  showing  that  the  burden  of  taxation  and  the 
high  prices  of  woollens  have  forced  the  people  to  the  practice  of  a  most 
unusual  and  rigid  economy.  It  is  now  proposed  to  remedy  these  diffi¬ 
culties  by  making  the  prices  of  woollens  still  higher. 

In  presenting  these  views  the  Commissioner  would  not  be  understood 
as  advocating  any  reduction  of  the  present  rates  of  duty  on  wool, 
except  so  far  as  regards  the  combing  wools.  On  the  contrary,  he  favors 
and  recommends  their  retention.  But  he  is,  at  the  same  time,  of  the 
opinion,  that  the  duties,  as  they  now  stand,  afford  all  the  protection 
which  this  interest  has  a  right  to  expect — having  due  regard  to  the 
questions  of  revenue  and  prices — and  all  that  they  ought  on  the 
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grounds  of  expediency  to  receive.  In  considering  this  question  of  the 
increase  of  rates,  it  should  he  also  distinctly  borne  in  mind,  that  by 
the  act  of  July  28,  1866,  which  provided,  that,  in  determining  the 
dutiable  value  of  merchandise  imported  the  cost  of  transportation, 
packing,  commission,  etc.,  shall  be  added,  the  wool-grower  receives  an 
additional  protection  to  that  afforded  by  the  former  rates,  of  at.  least 
twenty  per  cent. 

If,  however,  in  the  judgment  of  Congress,  the  facts  and  arguments 
presented  herewith  are  not  considered  conclusive,  and  an  increase  of  dut  ies 
upon  wool  is  resolved  upon,  the  Commissioner  would  ask  that  a  most 
favorable  consideration  he  given  to  the  duties  to  he  imposed  on  that 
class  of  wools  known  as  u  combing”  or  “  worsted"  wools.  Wools  of 
this  character  are  not  grown  to  any  extent  in  the  United  States.  In  a 
report  made  to  the  Kevenue  Commission  on  this  subject,  in  February 
9,  1866,  by  a  committee  of  the  American  Wool  Manufacturers'  Associ¬ 
ation,  it  was  stated,  that  at  that  time  the  annual  production  of  worsted 
or  combing  wools  was  not  sufficient  to  keep  one  worsted  mill  in  opera¬ 
tion/*"  Wools  of  this  character  are,  however,  now  produced  in  Canada 
to  the  extent  of  about  six  millions  of  pounds  per  annum,  and  under 
the  reciprocity  treaty  were  brought  into  the  United  States  free  of  duty. 
Under  these  circumstances  the  worsted  manufacture,  which,  except  in 
its  application  to  delaines,  hardly  existed  in  the  United  States  prior  to 
1860,  originated  and  developed  up  to  1865,  with  a  rapidity  that  has 
scarcely  any  precedent  in  the  history  of  American  manufactures  ;  the 
amount  of  capital  at  that  date  being  estimated  at  eight  millions  of 
dollars,  with  a  yearly  value  of  product  not  less  than  ten  millions  of 
dollars,  exclusive  of  delaines.  In  1860,  sixteen  English  machines  for 
the  manufacture  of  worsted  braids  were  all  that  were  reported  as  in 
operation  in  this  country,  while  at  the  commencement  of  1866  the 
number  of  improved  machines — costing  about  half  the  price  of  the  Eng¬ 
lish,  and  taking  but  about  half  the  power  to  work  them — was  reported 


*  “It  is  safe  to  say  that  not  300,000  pounds  of  combing  wools  are  produced  in  the 
United  States  ;  and  we  export  to  Canada  for  her  mills  a  much  larger  quantity  of  our  fine 
wool.  That  this  estimate  is  large,  is  shown  by  statistics  of  Ohio,  the  largest  sheep¬ 
growing  state  in  the  Union,  and  furnishing  about  one  sixth  of  our  whole  production.  The 
whole  number  of  sheep  in  Ohio,  in  1862,  as  shown  by  the  agricultural  reports,  was 
4,448,227.  The  number  of  Cotswold  and  Leicester  sheep,  producing  combing  wool,  is 
set  down  for  1863  at  only  3,324,  which,  at  seven  pounds  per  tieece,  produced  23,268 
pounds  of  wool.  This  multiplied  by  six,  the  proportion  of  sheep  in  the  rest  of  the  United 
States  to  Ohio,  would  make  the  whole  product  of  combing  wool  139,502  pounds.” — Jirport 
of  National  Association  of  Wool  Manufacturers  to  Revenue  Commission ,  January  18,  1866. 
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as  about  three  thousand,  requiring  a  capital  of  one  million  of  dollars, 
and  yielding  an  annual  product  of  three  millions  of  dollars. 

By  the  termination  of  the  reciprocity  treaty  these  wools  before  free, 
became  subjected  to  a  duty  of  about  sixteen  cents  per  pound,  without 
any  corresponding  advance  in  the  rates  of  duty  imposed  on  the  importa¬ 
tions  of  foreign  worsteds.  An  internal  revenue  tax  of  five  per  cent, 
on  the  domestic  manufacture,  was  also  maintained  in  force.  Under 
these  circumstances  the  only  result  which  could  be  expected  has 
occurred,  viz.  :  the  almost  complete  annihilation  of  the  worsted  manu¬ 
facture — a  business  which  in  all  its  branches  employs  in  France  at  the 
present  time  over  three  hundred  thousand  persons. 

The  only  remedy  for  this  state  of  things  is  to  reduce  the  present 
duty  of  sixteen  cents  per  pound  on  the  importations  of  combing 
wools — six  cents  being,  in  the  opinion  of  the  Commissioner,  a  fair 
revenue  rate — or  to  place  large  additional  duties  on  the  importation  of 
manufactures  of  worsted,  sufficient  to  counterbalance  the  increased 
duties  on  the  raw  material.  It  is  not  believed  that  the  reduction 
of  duty  on  these  wools,  even  to  the  extent  of  making  them  entirely 
free,  can  bring  anything  of  detriment  to  the  interests  of  the  American 
wool-grower,  inasmuch  as  the  demand  for  these  wools  tends,  at  the 
present  time,  to  greatly  exceed  the  supply.  Indeed,  in  England, 
at  the  present  time,  the  future  adequate  supply  of  these  wools  is 
already  becoming,  with  the  manufacturers,  a  source  of  no  little  anx¬ 
iety,  and  meetings  have  been  called  looking  to  the  adoption  of  meas¬ 
ures  calculated  to  still  further  stimulate  their  production.  It  is 
further  the  opinion  of  the  best  authorities  in  the  United  States  on 
this  subject,  that  the  country  could  readily  and  promptly  consume 
twenty  millions  of  pounds  annually  of  this  wool,  provided  it  could  be 
obtained.  The  present  market  price  of  Canada  combing  wools  (Novem¬ 
ber,  1866),  ranges  from  seventy  to  eighty  cents  per  pound,  as  com¬ 
pared  with  forty-five  to  sixty  cents  per  pound  for  domestic  fleeces. 
The  Commissioner,  therefore,  submits  to  the  judgment  of  Congress 
whether  any  further  protection  is  needed  for  this  branch  of  industry, 
and  whether  any  stimulus  to  the  extension  of  this  desirable  branch  of 
sheep  husbandry  in  the  United  States  can  be  offered,  greater  than 
that  which  will  result  from  the  development  of  the  worsted  manu¬ 
facture. 

Referring  to  the  bill  in  detail,  the  Commissioner  would  ask  attention 
to  certain  features  in  its  phraseology  and  construction,  which  appear  to 
him  most  questionable,  and  which  have  apparently  escaped  notice. 
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Thus,  for  example,  in  House  Bill  Ho.  718,  section  1,  lines  91-93,  it  is 
provided  that  the  duty  on  wool  of  the  first-class,  which  shall  he 
imported  washed,  shall  be  twice  the  amount  of  duty  to  which  it 
would  be  subjected  if  imported  unwashed.  Now,  the  duty  proposed  on 
unwashed  wool  of  the  first  class  is  ten  cents  per  pound  and  ten  per  cent, 
ad  valorem,  but  as  the  value  of  washed  wool  is  at  least  double  that  of 
unwashed,  the  doubling  of  duty  on  the  former  will  not  be  twenty  cents 
per  pound  and  twenty  per  cent,  ad  valorem  on  the  latter,  as  a  super¬ 
ficial  examination  of  the  rates  would  naturally  indicate,  but  twenty 
cents  per  pound  and  forty  per  cent,  ad  valorem  ;  while  on  u  scoured''' 
wools,  which  are  three  times  the  value  of  the  unwashed,  the  duties 
would  be  relatively  thirty  cents  per  pound  and  sixty  per  cent,  ad 
valorem.  The  effect  of  these  rates,  most  certainly,  will  be  to  entirely 
prohibit  the  American  manufacturer  from  buying  anything  but  the 
worst  and  most  greasy  wools  in  the  foreign  market. 

To  offset  this,  however,  it  will  be  seen,  by  reference  to  section  1, 
lines  91-96,  of  the  same  bill,  that  no  provision  whatever  is  made  for 
any  increase  of  duty  on  wools  of  the  second  and  third  classes  when 
imported  washed ,  over  and  above  what  they  would  be  subjected  to  if 
imported  unwashed ,  and,  of  course,  as  the  bill  now  stands,  no  wools 
of  these  classes  will  be  imported  except  in  the  washed  condition. 

An  examination  of  section  3  (House  Bill  No.  718),  so  far  as  relates 
to  the  duties  on  carpets,  has  also  led  the  Commissioner  to  results  which 
are  singular  and  worthy  of  special  attention.  In  proof  of  this  he  sub¬ 
mits  the  following  statements  : 

By  the  existing  tariff,  the  duty  imposed  on  velvet,  Wilton,  and 
Brussels  carpets,  valued  at  one  dollar  and  twenty-five  cents,  or  under, 
per  square  yard,  is  seventy  cents  per  square  yard  ;  valued  at  over  one 
dollar  and  twenty-five  cents  per  yard,  eighty  cents  per  square  yard* 
To  determine  how  far  these  duties  are  protective  to  the  American 
manufacturer,  the  Commissioner  has  caused  to  be  made,  by  an  expert, 
a  careful  analysis  of  four  of  the  leading  varieties  of  carpets  above 
mentioned  ;  separating  their  components,  and  weighing  each  separately. 

We  ask  attention  to  the  results  : 

No.  1. — ^  English  velvet  carpet :  duty  eighty  cents  per  square  yard — Weight  per 
square  yard  : 

Hemp,  or  flax  yarn-backing . pounds. 

Wool . Iwir  Pounds - pounds. 

To  compensate,  now,  for  the  duty  on  the  hemp  or  flax  yarn  backing  of  thirty 
per  cent,  ad  valorem ,  we  allow  a  duty  of . 13^-  cents  per  square  yard. 


92 


For  the  duty  on  wool,  at  six  cents  per  pound, 
allowing  one  third  for  shrinkage  (say  6  cents  +  2 

cents  —  8  cents  per  pound)  . 11  cents  per  square  yard  ; 

Making  the  compensating  duty,  per  square  yard,  24-^  cents  per  square  yard. 


No.  2. — Wilton  carpet,  best  quality — Weight  per  square  yard: 

Hemp,  or  flax  yarn-backing . 1-nro  pounds. 

Wool . . .  2-5^  pounds - 3t3^j  pounds. 

On  which  the  compensating  duties  would  be  as  follows  : 

On  hemp,  or  flax 

yarn-backing.  .  11  cents  per  square  yard. 

On  wool . 19  cents  per  square  yard - 30  cents  per  square  yard. 

No.  3. — English  Brussels — Weight  per  square  yard  : 

Hemp,  or  flax  yarn-backing . pounds. 

Wool . lyVo"  pounds - 2^%-  pounds. 

Compensating  duty : 

Backing.  ...  11  cents  per  square  yard. 

Wrool . 10  cents  per  square  yard - 21  cents  per  square  yard. 

No.  4. — Bigelow  Brussels — Weight  per  square  yard  : 

Hemp,  or  flax  yarn-backing . 0-j^  pounds. 

« 

Wool . 1  pounds- - pounds. 

Compensating  duties  : 

Backing.  ...  7  cents  per  square  yard. 

Wool . 11  cents  per  square  yard - 18  cents  per  square  yard. 

It  thus  appears,  that  under  the  existing  tariff,  the  manufacturers  of 
the  above  specified  varieties  of  carpets  receive  a  protective  duty  over 
and  above  what  is  required  to  reimburse  them  for  the  increased  price 
of  their  materials — due  to  the  duties  levied  on  the  same — of  from  forty 
to  sixty  cents  per  square  yard. 

That  such  an  amount  of  protection  is  sufficient  to  compensate  for 
the  internal  revenue  tax  of  five  per  cent.,  the  waste  of  raw  material,  and 
any  difference  in  the  cost  of  labor  and  rate  of  interest  between  the 
United  States  and  Europe,  especially  when  it  is  considered  that  the 
principal  processes  of  manufacturing  carpets  are  performed  by  ma¬ 
chinery,  no  one,  it  is  believed,  can  doubt,  and  yet  the  representatives  of 
this  particular  branch  of  industry  have  sought  to  have  imposed  a  duty 
of  thirty  five  per  cent,  ad  valorem,  in  addition  to  what  is  given  under 
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the  existing  tariff ;  and  this,  too,  when  the  duties  on  carpet  wools,  in  the 
House  bill  No.  718,  have  been  neither  increased  nor  diminished.  It 
need  hardly  he  added  that  the  manufacture  of  American  carpets  is 
reported  to  he  in  a  highly  prosperous  condition. 

The  hill  reported  by  the  Commissioner  remedies,  it  is  believed,  the 
above  and  other  imperfections. 

The  Commissioner  would  recommend  that  the  rates  of  duty  upon 
druggets  and  bookings,  proposed  by  the  House  bill,  be  retained,  giving 
an  advance  on  the  existing  rates  ;  for  the  reason  that,  under  these 
names,  many  goods  can  be  imported  requiring  only  a  slight  finish  to  fit 
them  to  be  used  as  pilot  cloths  and  beavers,  and  thus  the  intended 
duties  on  this  class  of  heavy  coatings  would  be  evaded. 

Flax,  Hemp,  and  Jute,  and  Manufactures  thereof. 

Prior  to  the  introduction  of  modern  cotton  machinery  into  this 
country,  flax  was  grown  extensively,  and  spun  and  woven  by  hand  in 
families.  Almost  every  farmer  raised  flax,  and  nearly  every  family 
had  a  spinning-wheel,  and  many  of  them  a  loom.  The  product  from 
these  hand  machines  was  comparatively  large  ;  but  it  has  been  gradu¬ 
ally  almost  entirely  superseded  by  goods  woven  in  the  power-loom  ; 
and  the  culture  of  flax  for  lint  had,  in  1850,  nearly  ceased. 

The  theory  of  cottonizing  flax,  or  of  working  flax  on  cotton  machinery, 
was  suggested  some  ten  or  fifteen  years  ago  ;  and  many  experiments, 
involving  a  considerable  expenditure  of  money,  have  been  made,  but 
thus  far  with  no  substantial  success  ;  thus  showing  the  folly  of 
attempting  to  adapt  raw  material  to  machinery,  and  the  necessity  of 
adapting  the  machinery  to  the  raw  material.  These  experiments,  how¬ 
ever,  and  the  excitement  attending  them,  gave  an  impulse  to  the  grow¬ 
ing  and  the  manufacture  of  flax,  tow,  and  jute,  and  we  now  have  in  the 
United  States  about  twenty  mills  working  these  materials,  located 
chiefly  in  the  middle  and  western  states.  These  mills,  or  most  of 
them,  have  been  erected  within  a  few  years,  and  have  the  best  and 
most  approved  machinery  for  manufacturing  coarse  goods,  such  as 
crash,  burlaps,  carpetings,  coarse  tow  and  jute  cloths,  shoe-threads, 
grain  and  salt-bags,  &c.,  &c.,  using,  mainly,  the  lint  now  saved  from 
the  straw  of  flax  raised  for  the  seed. 

Flax  for  many  years,  has  been  grown  extensively  in  the  western  states 
for  the  seed,  but  the  straw  or  lint  being  considered  as  not  only  useless, 
but  as  a  nuisance  on  a  farm,  has  been  generally  burnt  ;  now,  however, 
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this  straw  is  carefully  saved,  and  sold  at  a  remunerative  price,  and  the 
lint  produced  therefrom  is  by  the  use  of  modern  machinery  worked  up 
into  coarse  fabrics,  thus  rendering  the  raising  of  flax  by  the  farmer 
doubly  profitable.  An  examination  of  the  Census  reports  show,  that, 
while  in  1850  there  was  raised  in  the  United  States,  7,709,676  pounds 
of  flax,  and  562,312  bushels  of  flax-seed,  or  a  bushel  of  seed  to  13xVo  lbs. 
of  flax,  the  product  in  1860,  was  3,783,079  pounds  of  flax,  and  611,927 
bushels  of  seed,  or  a  bushel  of  seed  to  6Anr  lbs.  of  flax. 

An  inquiry  respecting  the  development  and  condition  of  the  flax 
manufacturing  industry  of  the  United  States,  instituted  by  the  Com¬ 
missioner,  has  clearly  established  the  following  points  :  First ,  that  the 
revival  of  the  flax  culture  for  lint  followed,  and  did  not  precede  the 
establishment  of  flax  manufactories  ;  and  secondly ,  that  an  increased 
price  and  an  increased  demand  for  flax  has  been  almost  coextensive 
with  the  extension  of  establishments  for  its  manufacture.  Prior  to 
1856  the  best  “  water”  or  “  dew-rotted”  flax  raised  in  New  York  or 
New  Jersey  could  readily  be  purchased  for  seven  (7)  to  ten  (10)  cents 
per  pound  ;  the  same  article  now  commands  a  ready  sale  at  from  twenty 
(20)  to  twenty-five  (25)  cents  per  pound. 

The  increase  in  price  for  American  hemp  is  even  more  striking — thus, 
the  average  price  of  hemp  from  1840  to  1850  ranged  from  eighty  to  one 
hundred  dollars  per  ton  ;  but  with  the  establishment  of  manufactures 
for  its  consumption,  the  price  has  gradually  advanced,  until  it  now  com¬ 
mands  from  three  hundred  to  three  hundred  and  fifty  dollars  per  ton. 

But  notwithstanding  the  advance  during  the  last  ten  years  in  the 
prices  of  flax  and  of  hemp,  the  quantity  produced  has  never  been 
sufficient  to  meet  the  demands  of  the  American  manufacturer  ;  neither 
has  it  been  possible  within  the  last  ten  years  to  purchase,  at  any  one 
time,  any  considerable  amount  of  domestic  flax,  in  open  market.  The 
fibre  of  American  flax  is  in  the  main  adapted  only  for  the  production 
of  the  coarser  yarns  and  fabrics  ;  a  result  which  follows  necessarily 
from  the  conditions  of  its  culture.  The  main  object  of  the  American 
cultivation  of  flax  has  hitherto  been  the  production  of  seed  ;  and  all 
investigations  show  that,  when  the  seed  is  allowed  to  ripen,  the  fibre 
also  matures  and  passes  the  point  at  which  it  is  best  fitted  for  the 
manufacture  of  the  finer  varieties  of  threads  and  linens. 

On  the  other  hand,  the  production  of  the  finer  varieties  of  flax 
necessitates  a  great  amount  of  labor,  for  weeding  and  thinning,  during 
growth ;  and  also  requires  that  the  plant  should  be  pulled  (not 
reaped)  before  maturity — conditions  which,  in  view  of  the  high  prices  of 
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labor  and  the  demand  for  seed,  must  for  many  years  inevitably  preclude 
the  production  of  these  varieties  in  the  United  States. 

The  average  price  of  the  best  American  flax  ranges  from  fifteen  to 
twenty-five  cents  per  pound.  The  average  price  of  imported  European 
flax  is  rarely  less  than  thirty  cents  per  pound  (gold),  aud  averages 
much  higher.  From  this  quarter,  therefore,  the  American  producer  can 
experience  no  competition. 

From  the  British  provinces,  however,  flax  is  imported  of  a  quality 
analogous  to  that  of  the  American  ;  but  as  the  supply  of  flax  is  not 
now,  nor  has  been  for  many  years,  adequate  to  the  demands  of  the 
manufacturers,  the  competition  of  the  provincial  product  can  also  be 
but  of  little  moment. 

For  the  manufacture  of  shoe-thread  and  the  finer  and  better  varieties 
of  linen  yarns,  a  certain  amount  of  fine  foreign  flax  to  mix  with  the 
American  is  indispensable,  and  must  be  had ,  in  order  to  maintain  and 
secure  the  development  of  this  industry  in  the  country. 

The  Commissioner  therefore  recommends,  as  a  measure  calculated  to 
benefit  alike  the  agriculturist  and  manufacturer,  that  the  duties  on  flax 
be  placed  at  the  lowest  point  consistent  with  the  necessity  for  revenue. 
If  this  course  is  adopted,  it  is  believed  that  the  flax  manufacture  and 
culture  which  is  now  successfully  started  in  the  United  States  will  grow 
rapidly,  and  that  we  shall  not  only  make  all  the  coarse  fabrics  needed  in 
the  country,  but  also  many  of  the  finer  ones. 

Jute. — We  come  next  to  the  consideration  of  jute,  or  “  Indian  hemp,” 
which,  although  hitherto  but  little  known  or  used  as  a  raw  material  of 
manufacture  in  the  United  States,  is  rapidly  becoming  one  of  the  most 
important  articles  in  the  commerce  and  manufacturing  industry  of 
Europe.  As  regards  characteristics  and  quality,  jute  is  not  analogous 
to,  and  does  not,  in  the  opinion  of  the  Commissioner,  compete  with 
any  of  the  products  of  the  United  States.  Its  color  is  somewhat  lighter 
than  that  of  flax  ;  while  its  fibre,  varying  from  fifteen  to  twenty  feet 
in  length,  is  coarser,  weaker,  and  far  less  flexible  than  the  fibres  of  the 
most  inferior  varieties  of  flax  or  hemp.  It  can  be  worked  on  either 
hemp,  flax,  or  tow  machinery  ;  and  is  especially  adapted  for  the  manu¬ 
facture  of  coarse,  heavy  goods — such  as  gunny- cloth,  gunny-bags, 

burlaps,  canvas  paddings,  carpet  yarns  and  twines,  and  other  similar 
fabrics. 

Gunny-cloths  and  gunny-bags  are  manufactured  chiefly  in  India  ; 
burlaps  and  similar  products  are  made  mostly  in  Great  Britain, 
though  their  manufacture  has  been  commenced  in  this  country. 
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The  extent  to  which  jute  is  used  in  Great  Britain  and  in  the  United 
States,  and  its  rapid  extension  as  an  industrial  material  in  the  former 
country,  are  shown  by  the  following  table,  which  exhibits  the  export 
from  India  of  jute,  in  bales,  from  1852  to  1885,  inclusive. 


Years. 

Great  Britain. 

France, 

U.  States. 

All  other 
places. 

Total. 

Pounds. 

1852 . 

47,865 

2,021 

4,929 

At  300  lbs.  a  bale. 

54,986 

16,495,800 

1853  . 

81,267 

4,009 

6,977 

341 

92,594 

27,778,200 

1854 . 

123,807 

10,729 

29,352 

650 

164,538 

49,361,400 

1855 . 

203,303 

15,250 

24,933 

1,755 

245,241 

73,572,300 

1856 . 

284,651 

20,168 

20,474 

1,045 

326,338 

97,901,400 

1857...., . 

242,770 

24,055 

31,740 

2,555 

301,100 

90,330,000 

1858 . 

197,441 

21,314 

38,308 

4,309 

261,372 

78,411,600 

1859 . . . 

391,741 

28,713 

27,725 

1,519 

449,698 

134,909,400 

1860 . 

360,725 

33,804 

1,704 

2,113 

398,346 

119,503,800 

1861 . 

301,798 

36,283 

16,501 

1,466 

356,048 

106,814,400 

1862 . 

365,505 

23,780 

17,807 

12,573 

419,665 

125,899,500 

1863 . 

707,078 

12,555 

12,120 

13,794 

745,547 

223,664,100 

1864 . 

552,848 

7,933 

16,646 

161,332 

738,759 

221,627,700- 

1865 . 

754,714 

8,999 

28,804 

26,260 

818,777 

245,633,100 

We  present  also  an  exhibit  of  the  export  from  India  of  gunny-cloth 
and  of  gunny-hags  to  the  United  States,  from  1856  to  1865  inclusive, 
showing  the  number  of  bags,  yards  of  gunny-cloth,  and  weight  of 
both  : 


Years. 

Gunny-Cloth. 

Weight. 

Gunny-Bags. 

Weight. 

Aggregate  Weight. 

At  2 y&  lbs.  a  yard. 

At  2  lbs.  each. 

1856 . 

23,358,000 

49,635,750 

6,423,200 

12,846.400 

62,582,150 

1857 . 

15,003,570 

31,882,586 

4,669,650 

9,339,300 

41,221,886 

1858  . 

19,170,000 

40,736,250 

4,562,327 

9,124,654 

49,860,904 

1859 . 

25,489,020 

54,164,168 

4,266,400 

8,532,800 

62,696,968 

1860 . 

26,631,180 

56,591,259 

3,294,945 

6,589,890 

63,181,149 

1861 . 

8,517,060 

18,098,753 

3,208,725 

6,417,450 

24,516,203 

1862 . 

6,896,100 

14,654,212 

3,376,786 

6,753,572 

21,407,784 

1863 . 

669,600 

1,422,900 

3,703,000 

7,406,000 

8,828,900 

1864 . 

392,400 

833,850 

2,676,300 

5,352,600 

6,186,450 

1865... . 

1,834,920 

3,899,205 

6,875,215 

13,750,430 

17,649,635 

It  will  thus  be  seen  that  the  number  of  pounds  of  jute  exported  from 
India,  manufactured  and  unmanufactured,  taking  as  a  basis  the  num¬ 
ber  of  bales  exported  in  1865,  and  also  the  gunnv-hags  and  the  average 
of  gunny-cloth  exported  to  the  United  States,  from  1856  to  1860  inclu¬ 
sive,  amounts  to  the  enormous  quantity  of  314,526,732  pounds,  an 
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-amount  equal  to  the  weight  of  the  [entire  cotton  crop  of  the  United 
States  in  1830,  and  about  equal  to  the  number  of  pounds  of  cotton 
now  consumed  in  the  United  States. 

In  view  of  the  enormous  and  rapidly-increasing  use  of  this  new  raw 
material  in  Great  Britain,  the  Commissioner  would  fail  in  his  duty  if 
he  did  not  earnestly  ask  the  attention  of  Congress  to  the  necessity  of 
legislating  in  such  a  manner  as  will  insure  to  the  United  States  hence¬ 
forth  a  participation  in  the  profits  of  this  great  branch  of  industry. 

The  importations  of  jute,  manufactured  and  unmanufactured,  during 
1865,  into  the  United  States,  from  India  and  Great  Britain,  are  believed 
to  be  equal  to  305,166  bales  of  three  hundred  pounds  each,  distributed 
as  follows  : 

From  India .  28,804  bales. 

“  Great  Britain .  10,000  “ 

“  manufactured  goods  (estimated) .  80,000  “ 

“  India,  manufactured  into  gunny-bags  and  cloth.  ..  186,302  u 

Total . 305,166  bales, 

Or,  91,549,800  pounds. 

From  the  above  table,  it  will  be  seen  that  more  than  one  quarter  of 
the  jute  imported  into  the  United  States  comes  from  Great  Britain  in 
the  manufactured  form — that  is,  made  into  coarse  fabrics,  such  as  bur¬ 
laps,  bagging,  padding,  &c.,  all  of  which  could  be  easily  made  in  this 
country,  with  moderate  duties  on  the  manufactured  article,  and  the  raw 
material  admitted  free  or  at  a  low  rate  of  duty. 

By r encouraging  the  manufacture  of  jute  goods  in  the  United  States 
a  three-fold  object  would  be  gained  :  1st.  We  should  greatly  increase 
our  direct  trade  with  India,  by  importing  the  jute  ;  2d.  We  should  build 
up  a  manufacture  especially  desirable  to  us,  as  it  would  require  but 
comparatively  small  quantity  of  manual  labor  for  the  resulting  product, 
the  work  being  done  almost  wholly  by  machinery  ;  and,  3d.  The  ma¬ 
chinery  used  is  equally  well  adapted  to  the  working  of  the  coarse  tow 
and  poor  flax,  made  in  such  abundance  in  this  country,  and  consequently 
would  lead  directly  to  the  manufacture  of  linen  goods. 

At  present,  the  duties  on  imported  articles  made  of  jute,  scarcely 
exceeds  the  aggregate  of  the  duties  on  the  raw  material  and  the  home 
tax  on  the  goods  manufactured.  For  example  jute  can  be  bought 
ordinarily  in  the  market  for  one  hundred  dollars  a  ton  ;  it  is 
worth  at  present  from  one  hundred  dollars  to  one  hundred  and  thirty 

13 


98 


dollars  in  gold,  depending  upon  the  quality  ;  a  fair  average  quality 
being  worth  one  hundred  and  twenty  dollars.  The  duty  under  the 
existing  tariff  is  fifteen  dollars  per  ton,  equal  to  twelve  per  cent.  ; 
or  taking  in  consideration  the  loss  in  manufacturing,  is  nearly  or 
quite  equal  to  fifteen  per  cent.  If  to  this  add  the  revenue  tax  of 
five  per  cent.,  which  is  paid  in  part  twice  ;  that  is,  on  the  manu¬ 
factured  goods  and  on  many  of  the  articles  consumed  in  so  manu¬ 
facturing,  making  it  certainly  equal  to  five  per  cent,  in  gold, — 
we  have  twenty  per  cent,  as  the  rate  of  tax  imposed  at  present  on 
jute  in  its  manufactured  condition.  If,  in  addition  to  this,  we  take 
into  consideration  the  present  enhanced  price  of  labor,  or  the  price  we 
must  pay  for  labor  for  years  to  come,  the  American  is  not,  as  the  laws 
now  are,  in  as  favorable  a  condition  to  compete  with  the  foreign  manu¬ 
facturer  as  he  was  before  the  rebellion,  with  no  duty  on  the  foreign 
article  ;  or,  in  other  words,  the  protective  duties  on  manufactured  jute 
are  neutralized  by  taxes  and  the  duty  on  the  raw  material. 

Another  very  important  argument  in  favor  of  developing  the  manu¬ 
facture  of  jute  in  this  country,  is  to  be  found  in  the  belief  that  jute  can 
be  grown  on  the  low  bottom  lands  in  the  South  to  great  advantage. 
The  jute  plant  grows  almost  spontaneously  in  India  ;  requires  but  very 
little  cultivation,  and  yields  in  fibre  about  three  times  as  much  as 
hemp.  It  is  the  opinion  of  the  Commissioner,  that,  if  some  measures 
could  be  now  taken  by  the  Government,  looking  to  the  commence¬ 
ment  and  encouragement  of  the  cultivation  of  this  important  product 
at  the  South,  the  result  would  prove  of  national  benefit. 

Metals  and  the  Manufacture  of  Metals. 

No  department  of  the  tariff  is  more  replete  with  difficulty  than  that 
which  relates  to  the  duties  on  iron  and  steel,  and  to  the  articles  of  which 
iron  and  steel  are  the  essential  components. 

On  the  one,  hand,  the  manufacturers  present  evidence  tending  to 
establish  the  necessity  for  a  very  considerable  advance  over  the  existing 
rates  of  duty,  in  order  to  enable  them  to  continue  production,  and  to 
insure  development  ;  on  the  other  hand,  the  representatives  of  the 
importing  interest  contend  that  a  material  advance  over  existing  rates 
would  be  nearly  equivalent  to  prohibition  ;  while  the  consumers  of  iron 
and  steel  either  protest  against  the  increase  of  duties  on  these  articles, 
or  else  demand  that  large  additional  rates  should  be  imposed  on  their 
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competing  products,  in  order  that  they  may  not  be  placed  in  a  condition 
less  advantageous  than  under  the  existing  tariff. 

Under  these  circumstances  the  Commissioner  has  inclined  to  the 
opinion,  that  if  the  internal  revenue  taxes  could  be  entirely  removed 
from  the  manufacture  of  all  forms  of  bar,  plate,  and  sheet  iron  as  he 
has  already  recommended,  no  general  increase  in  the  rates  of  duty  on 
the  importation  of  these  articles  would  be  needed.  In  this  opinion,  a 
few  of  the  leading  iron  manufacturers  of  the  country  entirely  concur  ; 
but  as  the  sentiment  of  the  great  majority  is  directly  to  the  contrary, 
the  Commissioner  in  deference  to  the  weight  of  evidence,  would 
recommend  that  a  moderate  increase  on  the  existing  rates  of  duty  be 
given  as  a  temporary  measure  on  the  varieties  of  iron  above  specified. 

A  change  in  the  classification  of  iron  from  that  according  to  which 
duties  are  now  levied,  is  asked  for,  by  both  the  manufacturers  and 
importers  of  iron  ; — the  former,  desiring  that  the  classifications  of 
sizes  and  shapes  may  be  made  more  specific  and  numerous,  and  remain 
substantially  as  in  the  House  Bill  No.  718  ;  while  the  latter,  on  the 
contrary,  request  that  the  classification  be  made  even  more  general 
than  at  present.  An  examination,  however,  of  the  new  classifications 
proposed  will  show,  that  the  object  sought  for,  in  both  instances,  is  to 
obtain  indirectly  from  Congress,  what  might  not  he  granted  if  asked 
for  directly,  viz.,  an  increase  in  the  tariff  in  the  one  case,  and  a 
reduction  in  the  other.  The  Commissioner,  therefore,  recommends 
that  the  classification  of  the  common  forms  of  rolled  and  hammered 
iron,  prescribed  under  the  existing  tariff,  remain  unaltered — it  being 
represented  to  him  that  it  is  the  custom  of  manufacturers,  both  at 
home  and  abroad,  to  include  under  one  price  the  varieties  of  iron  for 
which  a  common  rate  of  duty  is  established.  The  existing  classifica¬ 
tion  has  also  the  further  recommendation,  that  it  has  been  long  in 
existence,  and  is  one  to  which  business  interests  of  the  country  have 
become  thoroughly  accustomed. 

Railway  Iron. 

In  respect  to  railroad  iron  the  Commissioner  would  recommend  that 
the  existing  tariff  of  seventy  cents  per  one  hundred  pounds  remain 
unchanged.  While  recognizing  as  a  cardinal  feature  of  American 
legislation  the  doctrine  of  u  protection  to  home  industry/'  it  is  clear 
that  this  same  doctrine  should  be  made  subordinate  to  the  great  funda¬ 
mental  principle  of  every  democratic  form  of  government,  viz.,  that 
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legislation  should  always  be  in  the  direction  of  “  the  greatest  good  to 
the  greatest  number  ”  Now  one  of  the  greatest  of  the  industries  of 
,  the  United  States  of  to-day — the  interest  which,  of  all  others,  requires 
the  fostering  protection  of  the  Government,  and  which  by  its  develop¬ 
ment  is  sure  to  increase  most  rapidly  the  aggregate  of  national  wealth, 
taxable  property,  and  personal  comfort, — is  undoubtedly  the  domestic 
railway  system  ;  and  in  adjusting  the  duties  upon  railway  iron  and 
other  materials  for  railway  construction,  especial  care  should  he  taken 
that  in  protecting  the  lesser  interest  the  greater  is  not  either  overlooked 
or  made  subordinate.  And  it  is  further  maintained  that  in  giving  to  the 
railroad  interest  a  priority  and  preference  as  respects  favorable  and 
protective  legislation,  no  other  branch  of  domestic  industry  will  be 
likely  to  receive  so  much  of  direct  benefit  as  iron  and  its  various  manu¬ 
factures  ;  inasmuch  as  investigation  has  proved,  that  the  demand  and 
use  of  other  forms  of  iron  increase  geometrically  as  the  use  of  railroad 
iron  increases  arithmetically. 

Scrap-Iron — On  scrap-iron  low  rates  of  duty  are  recommended.  This 
article  is  a  raw  material  upon  which  a  great  amount  of  coal  and  labor 
must  necessarily  be  expended  in  order  to  make*  it  available,  and  by  admit¬ 
ting  it  free  or  at  a  low  rate  of  duty,  the  importation  of  much  manufactured 
irpn  would  be  rendered  unnecessary  ;  inasmuch  as  many  kinds  of  such 
iron  could  then  be  made  cheaper  at  home  than  they  could  be  imported. 

At  present  nearly  all  the  scrap-iron,  which  accumulates  in  various 
parts  of  the  world,  finds  its  way  to  Great  Britain,  because  it  is  there 
admitted  free  of  duty  ;  and  the  direction  thus  given  to  this  material  is 
not  unimportant  in  determining  the  course  of  commerce  as  respects 
other  and  more  valuable  products. 

Instances  have  been  brought  to  the  attention  of  the  Commissioner, 
where  contracts  for  machinery  for  the  West  Indies  and  South  America 
have  been  diverted  from  the  United  States,  by  reason  of  the  inability  of 
the  American  manufacturer  to  receive  old  iron  in  part  payment,  on 
account  of  the  existing  high  rate  of  duty  upon  it.  Cases  have  also  been 
brought  to  his  notice  in  which  American  ships  have  been  obliged  to 
take  in  ballast  at  an  actual  expense,  when  they  might  have  earned 
freight  by  carrying  scrap-iron. 

Steel. — On  steel  much  higher  rates  of  duty  than  those  recom¬ 
mended  upon  iron  are  submitted.  Although  these  rates  seem  much 
higher,  and  are  protested  against  by  not  a  few  American  consumers 
of  steel,  .yet  the  evidence  presented  to  the  Commissioner  tends  to 
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establish  the  fact,  that  if  any  less  are  granted,  the  development  of 
a  most  important  and  desirable  branch  of  domestic  industry 
will,  owing  to  the  present  currency  derangement  and  the  high  price 
and  scarcity  of  skilled  labor,  be  arrested,  if  not  entirely  pros¬ 
trated.  This  is  claimed  to  be  more  especiallydrue  in  regard  to  steel  of 
the  higher  grades  or  qualities.  It  is  also  represented  to  the  Commis- 
sioner  that  since  the  introduction  of  the  manufacture  of  these  grades  of 
steel  in  the  United  States,  or  since  1859,  the  price  of  foreign  steel  of 
similar  qualities  has  been  very  considerably  reduced  through  the  effect 
of  the  American  competition  ;  and  that  the  whole  country,  in  this  way, 
has  gained  more  than  sufficient  to  counterbalance  the  tax  levied  as  a 
protection  for  the  American  steel  manufacture  which  has  grown  up 
under  its  influence. 

Under  these  circumstances,  therefore,  the  Commissioner  submits  to 
Congress  the  increase  of  duties  asked,  and  the  general  argument  in  sup¬ 
port  of  the  same,  without  making  any  recommendation. 

Coal. 

The  cost  of  its  coal  is  one  of  the  most  important  economic  questions 
in  any  country.  Upon  it  mainly  depends  the  cost  of  warming,  cooking, 
and  illumination  ;  while  in  a  commercial  and  manufacturing  country 
it  regulates  the  cost  of  steam  and  of  iron.  It  is,  therefore,  for  the 
interest  of  the  great  mass  of  the  people  that  coal  should  be  cheap  and 
plentiful.  On  the  other  hand,  the  interests  of  the  coal  owners  and 
miners,  and  of  the  persons  and  corporations  engaged  in  transporting 
it  to  market  are  not  to  be  overlooked  or  disregarded.  It  is,  moreover, 
of  no  practical  importance  how  great  is  the  number  of  square  miles  of 
coal-fields  contained  in  any  region,  unless  labor  and  capital  can  obtain 
a  fair  return  for  the  work  of  developing  them  ;  besides  which,  in  order 
for  mining  to  be  profitable,  the  coal  must  be  within  reach  of  a  market. 

The  material  prosperity  of  Great  Britain,  it  is  admitted,  depends  sub¬ 
stantially  upon  her  coal-fields,  and  is  involved  in  their  duration.  They 
cover.an  area  of  twelve  thousand  square  miles  ;  but  of  these  only  six 
thousand  one  hundred  and  ninety-five  are  reported  as  workable.  The 
product  of  the  British  coal  mines  for  the  year  1865  was  about  ninety- 
three  millions  of  tons. 

The  area  of  coal-fields  in  the  United  States  is  upwards  of  two 
hundred  thousand  square  miles,  yielding  a  product  in  1865  of  about 
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twenty-two  millions  of  tons.  Of  this  product  about  one  half  may  he 
considered  "as  anthracite  and  one  half  bituminous  coal. 

The  price 'of  coal  in  Newcastle,  England,  is  now  about  two  dollars 
per  ton,  gold,  delivered  on  board  of  vessels.  The  average  price  of  coal 
at  Pittsburgh,  Pennsylvania,  a  city  similarly  situated  for  supply,  from 
1859  to  1866,  has  been  as  follows  :  from  1859  to  1862,  one  dollar  and 
twelve  and  a  half  cents  per  ton  (gold)  ;  1862  to  1864,  one  dollar  and 
ninety-six  cents  per  ton  (currency)  ;  1864  to  March,  1866,  two  dollars 
and  eighty  cents  per  ton  ;  while  from  March,  1866,  to  the  present  time, 
the  price  has  averaged  about  two  dollars. 

So  far  as  the  general  interests  of  trade  are  concerned,  anthracite  and 
bituminous  coals  may  be  grouped  together.  The  price  of  one  to  a  great 
degree  regulates  the  price  of  the  other,  because  for  manufacturing  iron, 
generating  steam,  and  for  household  purposes,  either  will  be  used  indif¬ 
ferently,  according  to  the  cheapness  of  its  cost.  We  have  already  stated 
that  the  production  of  each  of  these  coals  in  this  country  is  about  equal. 
In  anthracite  there  is  no  competition  :  the  whole  country  must  look  to 
Pennsylvania  for  its  supply.  But  in  bituminous  coal  the  conditions  are 
different.  New  England  depends  mainly  on  the  adjacent  coal-fields  in 
the  British  Provinces  ;  New  York  receives  a  portion  of  her  supply  from 
the  same  quarter,  the  balance  being  obtained  from  England,  and  from 
Pennsylvania  and  Maryland  ;  Philadelphia  and  Baltimore  are  substan¬ 
tially  stocked  from  the  mines  of  the  slates  in  which  they  are  respectively 
situated  ;  and  the  Valley  of  the  Mississippi,  as  far  down  as  New  Orleans, 
is  mainly  furnished  from  the  coal-beds  of  Pennsylvania  and  Western 
Virginia. 

While  the  fullest  tabular  statements  can  be  obtained  in  relation  to 

anthracite  coal,  it  is  not  easy  to  obtain  reliable  tables  of  the  value  of 

bituminous  coal  in  these  various  markets  for  a  series  of  vears.  Coals 
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of  the  same  grade,  in  the  year  1865,  cost  eight  dollars  and  fifty  cents  in 
Boston,  nine  dollars  in  New  York,  eleven  dollars  in  Philadelphia,  seven 
dollars  in  Baltimore,  and  two  dollars  and  eighty  cents  in  Pittsburgh  ; 
but  during  the  past  year,  the  price  in  all  of  the  Northern  seaboard 
markets,  has  been  somewhat  affected  by  the  duty,  in  gold,  of  one  dollar 
and  twenty-five  cents  per  ton  levied  on  Provincial  coals  by  the  expira¬ 
tion  of  the  Beciprocity  Treaty  in  March,  1866.  In  Boston,  Provincial 
coal  has  averaged,  during  the  past  year,  about  eight  dollars  and  fifty 
cents  per  ton  ;  while  Cumberland  coal  (Maryland),  in  the  same  city,  has 
been  worth  about  eight  dollars  and  twenty-five  cents.  In  New  York, 
Provincial  coals  have  averaged  nine  dollars  and  a  half,  and  Western 


Pennsylvania  about  ten  dollars  per  ton.  The  cost  of  freight  of  Western 
Virginia  coals  has  been  from  eight  to  ten  dollars  per  ton  to  New  York. 
It  should  be  here  noted,  however,  that  coastwise  freights  have  ruled  at 
so  low  a  rate  during  the  past  season,  that  the  legitimate  effects  of  the 
duty  levied  on  Provincial  coals  are  not  yet  apparent.  In  Philadelphia 
and  Baltimore  prices  have  ruled  lower  than  in  1865,  while,  in  respect 
to  the  Valley  of  the  Mississippi,  the  rates,  beginning  at  Pittsburg,  are 
reported  as  follows  :  Pittsburg,  two  dollars  per  ton  ;  Cincinnati,  three 
dollars  and  thirty-six  cents  per  ton  ;  Louisville,  Kentucky,  three  dol¬ 
lars  and  fifty  cents  ;  Cairo,  Illinois,  four  dollars  and  forty-eight  cents  ; 
Memphis,  Tennessee,  seven  dollars  and  eighty-four  cents  ;  New  Orleans, 
six  dollars  and  seventy-two  cents  per  ton. 

The  great  difference  between  the  prices  of  coal  in  the  interior  and  on 
the  seaboard,  is  caused  by  the  superior  facilities  for  distribution  afforded 
by  water  carriage.  No  Pennsylvania  or  Maryland  coals  can  be  distrib¬ 
uted  on  the  seaboard,  without,  in  the  first  place,  paying  large  tolls  to 
the  railroads  which  transport  them.  By  a  recent  report  of  the  trustees 
of  the  Philadelphia  Gas-Works,  it  appears,  that  upon  a  purchase  of 
coal  amounting  to  upwards  of  one  million  of  dollars,  more  than  six 
hundred  thousand  dollars  of  the  amount  was  paid  in  tolls  to  the  Penn¬ 
sylvania  Bailroad  Company  ;  while  during  the  past  year,  the  Penn¬ 
sylvania  Westmoreland  mines,  situated  west  of  the  Alleghanies,  have 
paid  for  the  transportation  of  their  coals  to  the  city  of  New  York,  not 
far  from  eight  dollars  per  ton. 

Proceeding  to  our  analysis  of  the  items  which  make  up  the  cost  of 
coals  at  these  various  points,  it  may  be  sufficient,  without  entering  into 
farther  particulars,  to  examine  prices  in  New  York  and  Boston. 
As  regards  Boston,  taking  the  average  of  the  present  season, 
we  find  that  Cape  Breton  and  Pictou  coals  have  cost  at  the 
mines  an  average  of  two  dollars  in  gold  per  ton  ;  to  this  add  for  duty, 
also  payable  in  gold,  one  dollar  and  twenty-five  cents,  and  we  have  a 
cost  of  three  dollars  and  twenty-five  cents  gold,  which  (at  fifty  per  cent, 
premium)  is  equal  to  four  dollars  and  eighty-eight  cents  per  ton  ;  add 
further  to  this  amount  three  dollars  and  sixty- two  cents  for  commission, 
freight,  and  insurance,  and  we  have  the  price  as  before  stated.  In  New 
York,  taking  the  same  Provincial  coals  at  the  same  cost  for  coal  and 
duty,  we  have  for  freight,  insurance,  and  commission,  a  currency  margin 
of  four  dollars  and  sixty-two  cents.  With  the  Pennsylvania  coals  cost¬ 
ing  ten  dollars  per  ton,  we  have  two  dollars  as  the  original  cost  of  the 
coal,  with  eight  dollars  for  carriage  and  expenses.  With  Newcastle 
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coals  selling  for  ten  dollars  and  fifty  cents,  we  have  the  original  cost  of 
the  coal,  two  dollars  in  gold,  and  the  duty,  one  dollar  and  twenty-five 
cents  in  gold,  leaving  a  balance  of  five  dollars  and  sixty-two  cents  for 
freight  and  other  charges. 

It  is  apparent,  therefore,  from  these  figures,  that  the  American  coal¬ 
miner  obtains  less  for  his  coal  than  the  foreign  coal  costs  at  the  port  of 
shipment,  and  that  the  large  cost  of  the  article  at  the  seaboard  is 
caused  by  the  expense  of  transportation. 

The  following  table  exhibits  the  course  of  trade  in  foreign  coal  from 
1855  to  1865,  inclusive,  and  covering  the  period  of  the  Reciprocity 
Treaty  with  Great  Britain  : 


/ 

Y  E  A  R. 

Tons  under 
Reciprocity 
Treaty. 

Tons,  Paying 
Duty. 

1855  . 

287,408 

173.055 

237,377' 

259,885 

281,208 

240,725 

260,977 

348,487 

341.604 

250,234 

218,986 

291,839 

1856 . 

120,452 

123,335 

136,743 

122,720 

149,289 

204,457 

192,612 

282,774 

317,504 

465,194 

1857 . 

1858 . 

1859 . 

1860 . 

1861 . 

1862 . 

1863 . . . 

1864. . . . 

1865 . 

1866 . . . 

During  this  period  the  production  of  domestic  coal  has  rapidly 
increased,  and  has  amounted  (as  has  already  been  stated)  during  the 
year  1865  to  about  twenty-two  millions  -of  tons. 

We  come  now  to  a  consideration  of  the  important  question  whether 
the  cost  of  the  coal  mined  in  Pennsylvania,  Maryland,  and  Virginia, 
should  be  enhanced  by  the  amount  of  duty  to  be  levied  upon  foreign 
coal  ?  Will  such  a  duty  enure  to  the  benefit  of  the  coal-miner  and 
owner,  or  to  the  persons  employed  in  the  transportation  of  the  coal  to 
market  ?  or  will  it  have  the  effect  to  extend  the  use  of  those  coals  to 
new  markets  heretofore  beyond  reach  P 

Again :  is  the  present  duty  of  one  dollar  and  twenty-five  cents  in  gold 
oppressive  to  the' great  interests  of  the  country  ? 

Or,  supposing  that  the  rate  of  one  dollar  and  twenty-five  cents  in  gold 
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is  insufficient  to  extend  the  use  of  the  coal  mined  in  the  Middle  States 
over  the  whole  length  and  breadth  of  the  Union,  is  it  for  the  advantage 
of  the  great  mass  of  consumers  and  tax-payers  that  a  rate  of  duty 
should  he  levied  sufficient  for  that  purpose  ? 

In  illustration  of  the  points  here  stated,  let  us  consider  the  manufac¬ 
ture  of  iron.  Foundries  and  other  iron-works  have  been  built  in  most 
of  the  states  of  the  Union.  Is  there  any  reason  why  a  furnace  in 
Maine  or  Georgia  should  have  the  cost  of  its  iron  increased  by  a  duty 
on  the  coal  which  it  consumes,  or  by  the  cost  of  transportation  from 
Pennsylvania,  while  the  Pennsylvania  manufacturer  has  his  coal  at  his 
own  door,  cheaper,  at  least  by  the  cost  of  its  transportation  ?  Is  it 
wise  to  adopt  a  policy  which  inevitably  tends  to  concentrate  so  impor¬ 
tant  a  manufacture  as  this  in  a  single  section  of  the  country  ? 

That  the  American  coal  proprietor  obtains  a  sufficient  price  for  his 
coal,  is  evident  from  the  prices  which  prevail  in  the  markets  where  there 
is  no  competition.  He  supplies  the  Ohio  and  the  Mississippi  and  their 
tributary  streams,  and  through  all  the  territory  which  they  water,  with 
coal  at  a  less  expense  than  on  the  seaboard.  He  received  no  more  for 
his  coal  at  the  mine  in  1866,  with  a  duty  on  foreign  coal  of  one  dollar 
and  twenty-five  cents  in  gold,  than  he  did  in  1865,  when  Provincial  coal 
was  free.  It  has  been  no  boon  to  him  that  Hew  York  and  the  Hew 
England  States  have  had  the  cost  of  therir  bituminous  coals  increased 
more  than  one  half  a  million  of  dollars  in  currency  value  paid  in  the 
form  of  duties. 

If  the  miner  has  not  received  the  benefit  from  this  protection,  it  must 
have  enured  to  the  benefit  of  the  transportation  arrangements.  If, 
however,  neither  the  miner  nor  the  transportation  company  has  derived 
any  benefit  from  it,  the  duty  has  been  of  no  avail  as  protection. 

The  object  of  a  duty  is  either  revenue  or  protection.  A  smaller  duty 
would  increase  the  revenue  by  increasing  importations.  The  present 
duty  does  not  seem  to  have  afforded  protection. 

It  is,  perhaps,  unnecessary  to  recapitulate  here  the  well-known  argu¬ 
ments  for  making  coal  free  of  all  duty.  The  manufacturing  industry 
of  any  country,  to  he  permanently  successful,  must  be  based  on  cheap 
raw  materials  ;  and  if  there  he  any  article  then,  that  should  he  exempted 
from  taxation — both  internal  and  customs — and  afforded  at  the  cheap¬ 
est  possible  rate  to  all  consumers,  it  is  coal.  Every  person  in  this 
country  has  a  direct  interest  that  his  house  shall  be  warmed  and  lighted 
at  the  lowest  cost,  and  that  his  food  shall  he  cheaply  cooked  ;  while 
cheap  steam  and  cheap  iron  are  essential,  if  the  country  is  to  maintain  its 
position  with  other  and  competing  commercial  and  manufacturing  nations. 

14 
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The  Commissioner,  therefore,  having  in  view  the  general  welfare 
rather  than  any  special  interest,  recommends  that  the  duty  on  coal  be 
either  entirely  removed,  or  placed  at  the  lowest  point  consistent  with 
the  requirements  of  the  Treasury  for  revenue. 

Drugs,  Dyes,  Chemicals,  Paints,  Oils,  and  Medicinal 

Preparations. 

On  no  portion  of  the  tariff  has  there  been  a  greater  necessity  for 
careful  revision  than  the  department  which  includes  drugs,  chemicals, 
paints,  oils,  &c.,  and  upon  none  has  greater  labor  been  bestowed. 
Many  hundreds  of  articles  have  been  carefully  examined  in  respect  to 
their  prices,  sources,  and  nature  of  supply,  and  their  relations  to  the 
industry  and  wants  of  the  country.  The  new  arrangement  which  has 
been  adopted  in  the  classification  of  these  articles,  will  also,  it  is 
believed,  tend  to  facilitate  reference,  both  on  the  part  of  the  officers  of 
the  revenue  and  of  the  public  interested  in  their  importation.  Specific 
duties  have  also  been  substituted  for  ad  valorem  to  a  very  consider¬ 
able  extent. 

Lumber. 

The  principles  recommended  as  the  basis  for  determining  the  duties 
upon  railway  iron  and  coal,  apply  with  equal  or  even  greater  perti¬ 
nency  to  lumber  ;  it  being  for  the  interest  of  the  great  majority  of  the 
people  that  their  houses,  factories,  fences,  vehicles,  furniture,  cars, 
ships,  and  machinery,  should  be  cheap  rather  than  that  the  lumber 
production  should  be  especially  favored.  Besides,  the  acknowledged 
fact,  that  the  sources  of  supply  of  American  lumber  are  diminishing 
with  ominous  rapidity,  is  in  itself  a  demonstration  that  no  special  pro¬ 
tection  is  needed  for  this  interest ;  for,  from  this  cause,  prices  must  con¬ 
tinually  tend  to  increase,  and  will  probably  never  fall  below  what  is 
sufficient  to  afford  a  fair  remuneration  to  those  engaged  in  this  industry. 
A  wise  foresight  would,  therefore,  seem  to  dictate  that  we  should  now 
husband  our  national  resources  of  this  raw  material,  and  look  to  other 
countries  to  as  great  an  extent  as  possible  for  supplies,  rather  than 
hasten,  by  legislative  stimulus,  the  period  when  the  domestic  supply  of 
this  indispensable  article  shall  be  exhausted. 

The  Commissioner  would,  therefore,  recommend  that  the  principle  of 
exempting  lumber  from  taxation,  which  has  from  the  outset  been 
observed  under  the  internal  revenue  system,  be  applied  to  the  customs, 
and  that  manufactured  lumber  be  hereafter  admitted  free,  or  at  very 
low  rates  of  duty. 
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Salt. — An  increase  of  duties  on  salt,  with  higher  prices  for  this 
article,  must  directly  affect  the  packing  and  preservation  of  beef,  pork, 
and  fish,  increase  the  price  of  food  to  the  masses,  and  further  restrict  the 
exports  of  these  great  staples  of  our  commerce.  It  is,  therefore,  recom¬ 
mended  that  the  relief  needed  by  the  salt  manufacturing  industry,  be 
given  by  a  repeal  of  all  internal  revenue  taxes  on  the  same,  rather  than 
by  an  increase  of  the  tariff,  which  is  now  nearly  one  hundred  per  cent, 
in  advance  of  the  tariff  rates  of  1861.  A  reduction  of  the  rates  of 
duty  on  lumber  and  on  coal  would  also  undoubtedly  prove  of  marked 
advantage  to  this  special  industry. 

Flaxseed,  and  Linseed  Oil. — On  flaxseed,  or  linseed,  and  on  lin¬ 
seed  oil,  a  large  advance  is  respectively,  asked.  Without  going  into  a 
detailed  examination  of  this  subject,  the  Commissioner  would  call  atten¬ 
tion  to  the  following  facts  :  F or  some  years  previous  to  the  war,  the 
price  of  flaxseed  averaged  from  one  dollar  to  one  dollar  and  twenty- five 
cents  per  bushel  ;  the  same  article  now  readily  commands  in  the  New 
York  market  three  dollars  per  bushel.  Linseed  oil,  which  previous  to 
1860  ranged  from  sixty  to  sixty-five  cents  per  gallon,  now  sells  at  one 
dollar  and  fortv  cents.  The  Commissioner  has  seen  no  evidence  which 

V 

induces  him  to  believe  that  the  business  of  growing  flaxseed,  especially 
when  coupled  with  the  demand  which  now  exists  for  the  lint  of  flax,  is 
not  remunerative  ;  while  on  the  other  hand  the  high  price  has  restricted 
the  consumption  of  oil,  and  tends  to  a  great  enhancement  of  the  prices 
of  the  manufactured  articles  of  which  it  is  an  essential  component.  .  It 
is  his  opinion,  therefore,  that  the  interests  of  the  revenue  and  of  the 
country  generally,  would  be  best  promoted  by  leaving  the  existing  tariff 
rates  on  flaxseed,  and  linseed  oil,  unchanged. 

Paper. — No  change  in  the  existing  duties  on  paper  are  recommended, 
except  the  equalization  of  the  duty  on  printing  paper,  sized  and  un¬ 
sized.  Although  the  manufacture  of  paj)er  has  been  probably  one  of 
the  most  profitable  industries*  in  the  United  States  during  the  past 
four  years,  yet  the  existing  rates  of  duty  do  not,  at  present,  forbid 
large  importations,  both  of  writing  and  of  printing  papers.  The  follow- 


*  An  examination  of  the  returns  of  the  incomes  paid  by  persons  and  firms  interested 
in  the  manufacture  of  paper,  in  a  single  collection  district  of  the  United  States,  for  the  year 


1865-6,  gives  the  following  results  : — 

Total  income  of  ninety-nine  persons,  firms  and  corporations .  $948,988 

Of  these,  one  corporation  reported  an  income  of .  178,000, 

and  ten  individuals  an  aggregate  of .  314,300, 

being  an  average  of  $31,430  each. 
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ing  may  also  be  adduced  as  another  reason  for  allowing  the  existing 
rates  of  duty  on  paper  to  remain  substantially  unchanged.  It  has 
always  been  claimed  by  the  advocates  of  the  protective  policy,  that  its 
result,  by  stimulating  domestic  competition,  would,  in  time,  afford  to 
the  consumer  manufactured  products  at  the  most  reasonable  prices. 
In  the  case  of  the  manufacture  of  paper,  an  opportunity  is  now 
offered  to  thoroughly  test  the  truth  of  this  proposition  ;  inasmuch  as 
the  profits  realized  in  this  business  during  the  last  few  years,' have 
caused  the  projection  or  erection  of  a  large  additional  number  of 
establishments — the  new  paper-mills  about  to  go  into  operation  during 
the  next  six  months  being  reported  as  equal  to  an  increase  of  twenty 
per  cent,  on  the  existing  number.  It  would  seem,  therefore,  as  if  the 
competition  resulting  from  this  increase  would,  hereafter,  prevent  the 
realization  of  other  than  the  most  moderate  profits. 

The  Commissioner  has  thus  endeavored  to  present,  in  as  comprehen¬ 
sive  a  manner  as  possible,  the  reasons  which  have  induced  the  recom¬ 
mendations  of  the  rates  submitted  respecting  the  great  leading  articles 
of  importation. 

The  time  allotted  for  the  work  has  been  insufficient  to  allow  of  such 
a  thorough  examination  of  the  subject  as  its  importance  demands ;  and 
precedents  rather  than  facts  have  necessarily,  in  some  instances,  been 
taken  as  a  guide  ;  and  when  changes  from  the  existing  Tates  have  been 
recommended,  the  Commissioner  has  in  all  cases  been  guided  by  the 
weight  of  evidence  presented,  or  by  reasons  which  have  seemed  to  him 
conducive  to  the  best  interests  of  the  revenue  and  the  country. 
Though  the  form  of  bill  reported  were  even  more  complete  and 
accurate  than  it  can  claim  to  be,  it  must  be  evident  that  a  further  con¬ 
tinued  investigation  and  revision  of  the  tariff  will  be  indispensable,  in 
order  to  adapt  it  to  the  changes  in  the  prices  of  labor  and  commodities 
which  must  inevitably  follow  a  decline  in  the  price  of  gold  and  the 
resumption  of  specie  payments  ;  otherwise  rates,  now  entirely  judicious, 
may  become  almost  prohibitory  and  destructive  of  an  essential  part  of 
the  national  revenue. 

In.*conclusion,  the  Commissioner  would  take  occasion  to  express  his 
gratefuf/acknowledgments  to  the  Secretary  of  the  Treasury  for  the 
efficient^  aid  rendered*  to  him  in  his  investigations;  and  also  to  the 
Commissioner’s  Assistants,  Messrs.  Young  and  Elliott ;  to  the  officers 
of  the  Treasury  Department  at  Washington  ;  to  the  Appraisers  of  New 
York,  Philadelphia,  Boston,  and  other  experts  ;  and  to  leading  manu¬ 
facturers,  agriculturists,  and  commercial  men  from  every  section  of  the 


country.  It  is  but  simple  justice  to  say,  that  without  the  assistance 
thus  acknowledged,  the  report  now  presented  would  have  been  much 
less  complete  than  at  present. 

Respectfully  submitted, 

DAVID  A.  WELLS, 
Special  Commissioner  of  the  Revenue . 
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Table  showing  the  aggregate  receipts  of  Internal  Revenue  for  the  several  Years 
(1863,  1864,  1865,  1866),  since  the  commencement  of  the  system;  the  amount 
derived  from  the  principal  specific  sources ,  and  the  percentage  ratio  of  the 
amount  derived  from  each  specific  source  to  the  whole ,  for  each  of  the  above- 
named  periods.  Prepared ,  under  the  direction  of  the  Special  Commissioner  of 
the  Revenue ,  by  Edward  Young. 


ARTICLES. 


Manufactures  and  Products- 


Books,  magazines,  &c . 

Boots  and  shoes . . 

Brass,  copper,  and  yellow  sheath. 

mg  metal . 

Bullion .  . 

Clothing . 

Carriages . 

Candles .  .  . 

Chemical  productions . 

Cigars,  cheroots,  &c  . 

Clocks,  timepieces,  &e . 

Confectionery . 

Coal . . 

Copper,  and  manufactures  of. . . 
Cloth,  painted,  enamelled,  shirred, 

and  oiled . 

Cotton,  raw . 

Cotton’  fabrics,  yarns,  threads  . . . 

Cutlery . 

Distilled  liquors . 

Fermented  liquors . 

Furs . 

Furniture,  and  manufactures  of 

wood .  . 

Gas,  illuminating .  . 

Glass,  all  manufactures  of. . 

Gold  manufactures,  jewelry,  &c. . 

Gunpowder . 

Glue .  . 

Guttapercha  manufactures . 

Indiarubber,  manufactures  of . . . . 


Receipts  for 
Fiscal  Year 
1863. 


*Iron,  blooms,  &c . . 

*Iron,  bar,  rod,  band,  sheet,  &c . 

*Iron,  plate . ; . . 

*lron,  railroad . 

*Iron,  railroad,  re-rolled . 

*Iron,  castings . 

*Iron  castings  (stoves  and  hollow 

ware) . 

*Iron,  cut  nail3  and  spikes . 

*Iron,  pig . 

*Iron,  rivets,  nuts,  &c . 

*Iron,  miscellaneous . 

*Iron,  manufactures  of . 


Total,  carried  forward , 


$31,241 

243,704 

117,133 


476,589 

17,771 

153,824 

318,425 


351,311 

1,600,947 


3,229,991 

1,558,083 

78,852 


Per 
cent,  of 
the 
whole 
rec’pts 


435,600 

138,908 

85,599 

78,696 

9,04S 

112,700 


258,536 

52,221 

78,750 

66,336 

50,349 

79,952 

110,905 


6,812 

969,082 


$10,711,365 


.07 

.59 

.28 

i’.ie 

.04 

.37 

.77 


.85 

3.90 

7^87 

3.79 

.19 


1.06 

.33 

.20 

.19 

.02 

’.’27 


.60 

.12 

.19 

.16 

.12 

.19 

.27 

"02 

2. '36 


*  Total  Iron  and  Manufactures..  |  $1,672,943  | 


Receipts  for 

Per 

Receipts  for 

Per 

Receipts  for 

Per 

Fiscal  Year 

cent,  of 

^Fiscal  Year 

cent,  of 

Fiscal  Year 

cent,  of 

1864 

the 

1865. 

the 

1866. 

the 

whole 

whole 

whole 

rec’pts. 

rec’pts. 

rec'pts. 

$354,528 

.17 

$723, 64S 

.23 

.... 

3,280,627 

1.55 

6,516,814 

2.09 

$76,874 

0.65 

469,280 

.22 

405,172 

.13 

379,518 

.18 

488,337 

.15 

350,486 

.30 

6,S20,937 

3.23 

12,027,697 

3.87 

320,076 

.27 

880,021 

.41 

1,576,662 

.50 

186,228 

.16 

326,583 

.15 

392,822 

.12 

317,383 

.15 

534,780 

.17 

1,255,424 

1.07 

3,087,421 

1.46 

3,476,237 

1.12 

39,166 

.03 

153,697 

.05 

465,793 

.39 

569,473 

.27 

995,795 

.32 

572,436 

.40 

835,994 

.39 

1,240,106 

.40 

43,681 

.037 

388,920 

.184 

575,528 

.18 

150,286 

.07 

312,924 

.10 

1,268,412 

1.09 

1,772,983 

.84 

18,409,655 

5.92 

3,548,173 

3.03 

7,331,148 

3.47 

12,421,934 

4.00 

84,1S8 

.04 

150,762 

.05 

28,431,798 

>4.33 

15,995,701 

7.58 

29,198,578 

9.39 

2,223,720 

1.90 

3,657,181 

1.73 

5,115,140 

1.64 

113,827 

.09 

222,559 

.10 

356,503 

.114 

1,679,940 

1.43 

2,733,248 

1.27 

4,540,140 

1.46 

714,740 

.61 

1,348,324 

.63 

1,842,643 

.59 

303,268 

.26 

5S5,430 

.27 

922,318 

.32 

218,914 

.19 

543,430 

.26 

640,602 

.20 

155,302 

.13 

248,376 

.11 

250,669 

.OS 

25,629 

.02 

44,517 

.02 

78,147 

.02 

5,435 

31,282 

.014 

7,938 

•  •  • 

233,783 

.20 

635,976 

.30 

555,842 

.18 

52,158 

.024 

52,258 

.016 

435,911 

.37 

1,022,615 

.40 

1,355,226 

.43 

86,535 

.07 

150,292 

.07 

234,916 

.075 

175,838 

.15 

284,783 

.13 

399,669 

.128 

119,226 

.10 

376,265 

.IS 

668,988 

.21 

242,737 

.20 

798,201 

.37 

1,367,S25 

.44 

123, 4S9 

.10 

211,849 

.10 

297.632 

1  .09 

184,500 

.16 

328,940 

.15 

725,146 

1,4S4,383 

.70 

2,255,893 

■w 

43,729 

.037 

56,498 

.026 

101,401 

: 

1,891,062 

1.61 

3,729,005 

1.77 

5,342,305 

1.70 

$45,536,132 

•  •  •  • 

$61,590,303 

.... 

$116,712,349 

.... 

||  $3,303,027 

|  2.82 

||  $8,494,989 

|  4.02 

||  $12,801,259 

|  4.11 
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Receipts  for 

Per 

cent,  ot 

;  Receipts  foi 

Per 

Receipts  for 

Per 

cent,  ol 
the 

f  | 

„  Receipts  foi 

J  Per 

ARTICLES. 

Fiscal  Year 

the 

Fiscal  Year 

the 

Fiscal  Year 

Fiscal  Year 

cent,  c 
the 
whole 

1S63. 

whole 

1864. 

whole 

1865. 

whole 

1S66. 

rec’pts. 

rec'pts. 

rec’pts 

[rec’pts 

Brought  forward . 

$10,711,365 

$54,614 

23,080 

1,982,004 

$45,536,132 

$110,527 

AQ 

$61,590,303 

$74,460 

52,067 

4,337,266 

96,446 

170,419 

3,047,213 

$116,712,349 

$227,616 

Lead,  sheet,  lead  pipes  and  shot  . 
Lead,  white . 

•  •  •  • 

.13 

.056 

4.83 

‘.09* 

!o35 

•  •  •  • 

.073 

Leather  of  all  descriptions . 

4:0,004 

4,004,047 

.04 

3.43 

.024 

102,413 

.033 

Lime  and  cement . . . 

2.05 

5,3S4,S13 

1.72 

Marble,  <fcc . . . 

•  •  •  • 

.045 

208,665 

.06 

Oil,  coal,  refined  petroleum,  <fec.... 
“  lard,  linseed,  &c . . . 

649,962 

114,219 

.2S 

2,255,329 

217,291 

1.93 

.018 

.OS 

1.44 

329,217 

5,317,396 

.11 

1.70 

Paper  of  all  descriptions,  binders’ 

414,547 

.19 

607,225 

.19 

boards,  &c . 

301,472 

70 

917,141 

.SO 

1,0S2,476 

229,546 

.51 

Petroleum,  crude . 

tlO 

1,172,115 

.3S 

Pianos  and  other  musical  instra- 

•  •  •  • 

.10 

2,1S6,151 

.70 

ments . 

259,384 

.12 

Pickles,  preserved  fruit,  vege- 

•  •  •  • 

■  *  •  *  * 

418,144 

.134 

tables,  meats,  &c . 

62,534 

i*; 

.15 

f\A 

110,791 

22,010 

47,425 

35,946 

32,974 

298,912 

62,943 

167,514 

97,653 

.09 

.02 

.04 

.03 

.03 

.25 

.05 

.14 

.08 

172,314 

.08 

Pins . 

193,860 

.062 

Pottery  ware . 

22,962 

3,771 

23,003 

118  57Q 

•  U4 

24,S02 

93,221 

78,272 

31,609 

.011 

37,993 

.012 

Sails,  tents,  shades,  awnings,  &c... 
Salseratus,  and  bicarb,  of  soda  . . 

Salt . 

•  WO 

’.057 

OQ 

.044 

.037 

.014 

164,857 

81,874 

44,664 

.053 

.026 

.014 

Screws  (wood) . 

28,760 

1,748 

44,167 

.  L\ 7 

(\7 

335,349 

.15 

456,101 

.147 

Ships  and  other  Vessels . 

.  U  * 

122,693 

.06 

226,590 

.072 

Silk,  manufactures  of . 

!io7 

347,218 

.16 

355,478 

.114 

Steam  engines,  &c . 

216,189 

.10 

445,766 

.143 

Silver,  manufactures  of . 

18,372 

Q A 

flA/i 

36,950 

240,934 

449,001 

36,261 

91,768 

299,373 

1,267,616 

S73,140 

.*03* 

772,360 

.36 

1,189,4S5 

.382 

Snuff . 

59,76S 

.026 

128,522 

.041 

Soap  of  all  descriptions . 

266,406 

1  K  ACA 

•  Uo 

.20 

.38 

283,352 

.13 

69S,174 

.994 

Starch . 

.00 

791,416 

37 

1,326,024 

.426 

Steel . 

10,OoU 

40,657 

149,226 

134,228 

220,234 

.  04 

.03 

131,232 

.06 

112,230 

.036 

“  manufactures  of . 

.10 

.08 

.25 

1.09 

174,052 

549,767 

.08 

212,662 

.068 

Sugar,  brown  or  raw . 

•  OO 

do 

.26 

714,211 

.229 

“  refined . 

• «_> — 

.53 

86,510 

1,957,893 

.04 

567,531 

.1S2 

Textile  fabrics  of  other  materials 

.79 

.92 

2,337,405 

.75 

than  cotton  and  wool . 

20,007 

7,086,6S5 

376,672 

.18 

Tobacco,  manufactured  . 

2,576,S89 

6.28 

6.’ 32’ 

595,728 

.19 

Turpentine,  spirits  of . 

S, 017, 020 

3. SO 

12,339,922 

3.97 

Umbrellas  and  parasols . 

AQ 

1  0 

68,770 

92,356 

7,014 

28,303 

'.06 

S,462 

111,147 

.... 

248,178 

.079 

Varnishes . 

,  i  Ot) 

Ad  1  Q1 

•  1 L 

.05 

229,491 

.073 

Water,  mineral,  sarsaparilla,  &c. . 
Wine . 

ttU,±OJL 

833 

Q  CO/1 

.  10 

.08 

149, 9S1 
85,546 

.07 

.04 

251,227 

188,401 

.OS 

•06 

.02 

Woollen  fabrics  and  all  manu- 

0,0^4 

•  •  •  • 

.02 

43,216 

.02 

66,118 

factures  of  wool . 

1.8S0,029 

a  p;q 

3,655,132 
28,276 
'  7,156,601 

3.1 

7,947,094 

3.79 

Zinc,  oxide  of . 

C\A 

8,S14,101 

2.  SO 

Miscellaneous  articles.. 

A  7Q3  QQ9 

.02 

41,641 

.02 

48,243 

.015 

Total  Manufrs.  and  Productions . . 

ii .  oy 

6.12 

10,016,6S6 

4.53 

13,615,721 

4.3S 

$24,403,091 

710  CIO 

59.71 

1.73 

$75,403,386 

695,202 

64.53 

.59 

$104,379,609 

1,261,357 

49.43 

$17S,356,661 

57.36 

Animals  Slaughtered. . . . 

.60 

1,291,570 

.415 

Gross  Receipts — 

Advertisements . 

$40,629 
18,674 
4,210 
2,680 
on  QKO 

.10 

.045 

$133,315 

36,354 

.11 

$227,530 

Bridges  and  toll-roads.  . . . 

.10 

$290,605 

.097 

Canals .  - _ 

.03 

75,269 

.036 

10S,136 

.034 

Express  companies  .... 

.... 

267,773 

60,074 

.... 

92,421 

529,276 

.044 

99,268 

.032 

Ferries . . . 

^05* 

.22 

.25 

645,769 

.21 

Insurance  companies . 

Lotteries . 

ZU,  ODA 

.05 

126,133 

805,992 

.059 

.38 

4S,764 

1,169,722 

.01 

.37 

Railroads . 

Ships,  barges,  &c.  . 

1,102,607 

2.69 

2,127,250 

1.82 

29,249 

6,917,293 

.013 

2. SO 

78,072 

7,614,448 

.02 

2.45 

Stage  coaches,  wagons,  <fec  . 
Steamboats 

•  •  •  • 

. 

.... 

431.211 
469, 1S8 
638, S12 

.20 

.22 

39,322 

572,519 

S4,846 

.01 

IQ 

Telegraph  companies  . . . 

150,620 

.36 

278,097 

.24 

.30 

.02 

Theatres,  circuses,  &c 

•  •  •  • 

.... 

215,050 

.10 

308,438 

.10 

Total  Gross  Receipts . 

.... 

.... 

140,442 

.069 

202,521 

.06 

$1,340,272 

3.27 

a  2,S95,999 

2.48 

$9,697,S66 

4.50 

$11,262,430 

3.62 

Sales— 

Auction  .... 

.15 

$13S,0S2 

Merchandise  brokers  . .  . 

cp04,u(J4 

.12 

$410,176 

.19 

$503,252 

.16 

Stock  brokers  . 

.... 

•  •  •  • 

596,474 

.28 

870, 0S0 

.27 

Gold  brokers,  &c.. . 

•  •  •  • 

.... 

2,202,793 

1.04 

1,582,247 

.50 

TVtfol 

•  •  •  • 

•  * 

.... 

852, SOI 

.40 

1,046,704 

.33 

Aoiai  Hales . 

Carried  forward. . . . 

$64,004 

$26,518,179 

.15 

•  •  •  4 

$138, 0S2 

$79,132,669 

.12 

.... 

$4,062,244  i 

.  1 

8119.401.076 

1.92 

$4,002,2S3 

£10.1  010  o  n 

1.29 

c^Net  amount,  after  refunding  $6,864. 
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ARTICLES. 

Receipts  for 
Fiscal  Year 

1863. 

Per 

cent,  of 
the 
whole 
rec’pts. 

Receipts  for 
Fiscal  Year 

1S64. 

Per 

cent,  of 
the 
whole 
rec’pts. 

■» 

Receipts  for 
Fiscal  Year 

1865. 

Per 

cent,  of 
the 
whole 
rec’pts. 

Receipts  for 
Fiscal  Year 

1866. 

Per 

cent.  01 
the 
whole 
rec’pts 

Brought  forward . 

$26,518,179 

$79,132,669 

$119,401,076 

$194,912,944 

Licenses— 

Apothecaries . 

$27,308 

.068 

$29,792 

.026 

$32,872 

.015 

$43,713 

.01 

Auctioneers . 

49,092 

.12 

58,147 

.05 

80,545 

.038 

89,721 

.03 

Bankers  . 

90,868 

.22 

*  74,449 

.06 

846,687 

.40 

1,262,649 

.42 

Billiards . 

34,120 

.08 

33,188 

.028 

54,025 

.026 

103,929 

.033 

Brewers . 

70,S50 

.17 

66,289 

.06 

77,747 

.037 

105,412 

.033 

Bowling  alleys . 

6,873 

«.  •  .  . 

7,781 

.... 

13,490 

_ 

19,749 

•  •  ■  • 

Cattle  brokers . 

98,090 

.24 

106,337 

.09 

207,905 

.10 

294,448 

.10 

Commercial  brokers . 

149,869 

.36 

204,098 

.17 

213,095 

.10 

188,076 

.06 

Prpd  n  p.p.  hrnlcprs . 

- 

22,954 

010 

72,145 

02 

Stock  brokers . 

105,096 

.25 

98,678 

.08 

120,912 

.058 

75,793 

.02 

Other  brokers . 

1,058 

e  •  •  • 

1,001 

.... 

16,584 

* 

34,388 

.01 

Builders  and  contractors . 

6,615 

•  •  •  • 

73,383 

.06 

82,273 

.039 

131,178 

.04 

Butchers . 

<  2,154 

•  •  •  • 

88,450 

.07 

152,421 

.07 

224,465 

.07 

Distillers . 

38,632 

.096 

49,022 

042 

59,898 

.03 

101.534 

.03 

Hotels . 

255,273 

.62 

252,610 

.21 

415,279 

.20 

580,021 

.18 

Lawyers . ! . . 

142,900 

.35 

129,186 

.11 

190,377 

.09 

264,837 

.08 

Lottery  ticket  dealers . 

10,250 

•  •  •  « 

3,091 

•  •  •  • 

43,480 

.02 

54,427 

.017 

Manufacturers . 

463,630 

1.13 

471,091 

.40 

635,115 

.30 

1,043,031 

.33 

Peddlers . • . 

287,456 

.70 

255,435 

.22 

459,298 

.21 

679,014 

.21 

Photographers . 

44,859 

.11 

52,536 

.045 

74, 60S 

.035 

93,186 

.03 

Physicians  and  surgeons . 

238,383 

.58 

235,583 

.20 

302,847 

.14 

425.597 

.137 

Retail  dealers . . . 

1,227,912 

3.00 

1,336,346 

1.14 

1,606,778 

.76 

1,949,017 

.62 

Retail  dealers  in  liquors . 

1.477,754 

3.60 

1,612,736 

1.38 

2,205,866 

1.04 

2,807,225 

.89 

Stallions  and  j  acks . 

45,985 

.11 

219,578 

.19 

277,166 

.13 

306,853 

.10 

Wholesale  dealers . . 

1,315,118 

3.20 

1,229,787 

1.05 

<■  3,543,105 

1.68 

5,428,345 

1.74 

Wholesale  dealers  in  liquors. . 

384.160 

-93 

176,765 

.14 

»  400,693 

.19 

SOI, 531 

.25 

Miscellaneous. . . . 

249,873 

.61 

280,030 

.24 

»  -  477,458 

.24 

857,814 

.27 

Total  of  Licenses . 

$6,824,178 

16.64 

$7,145,389 

6.11 

$12,613,478 

5.96 

$18,038,098 

5.80 

Income . 

455,741 

1.11 

14,919,280 

12.76 

20,740.451 

9.82 

61,071,932 

19.64 

Legacies  and  successions . 

56,593 

.14 

•  310,836 

.27 

546,703 

.26 

1,170,979 

.37 

Articles  in  Schedule  A— 

Billiard  tables . 

10,731 

.02 

68,000 

.06 

67,754 

.03 

17,353 

•  •  •  • 

Carriages  and  harness . 

243,704 

.59 

320,076 

.28 

322,720 

.15 

624,458 

.20 

Piano-fort  ps . . 

7.752 

403.572 

13 

Gold  plate . 

46 

66 

126 

84 

Silver  plate . 

108,690 

.26 

130,024 

.11 

117,987 

.056 

216,490 

.07 

Watches . 

9  139 

426,557 

.137 

Yachts . . 

2,459 

V 

2,673 

•  •  •  • 

2,098 

4,408 

Other  articles . 

.... 

•  •  •  • 

252,690 

.12 

201 

.... 

Total  in  Schedule  A .... . 

$365,630 

.89 

$520,2835 

.44 

$780,266 

.37 

$1,693,123 

.54 

From  U.  S.  Marshals,  proceeds  of 

suits . 

210,234 

.07 

From  U.  S.  Special  Treas’y  agents. 

1,974,108 

.63 

Banks,  &c . . . 

1,910,938 

4’.  66* 

7,017,547 

6.00 

13,579,594 

6.43 

12,109,420 

3.90 

Passports . . 

8,407 

.02 

10,998 

99  538 

31,759 

.01 

Special  income-tax . 

28  929,312 

13  70 

Penalties,  &c . . 

27,170 

'.07' 

193,600 

.16 

520,386 

!25 

932,619 

.30 

Stamps . . . 

4,140,175 

10.10 

5,894,945 

5.04 

11,162,392 

5.28 

15,044,373 

4. S3 

Salaries . 

696,182 

1.70 

1,705,125 

1.45 

2,826,333 

1.34 

3,717,395 

1.19 

Aggregate  Receipts . 

$41,003,193 

.... 

$116, 850, 672c 

$211,129,529 

.... 

$310,906,9S4 

•  •  •  • 

b  Net  amount,  after  refunding  $556. 

c  The  Commissioner  of  Internal  Revenue,  in  a  recent  report,  gives  the  aggregate  receipts,  for  the  fiscal  year  1864,  at 
$117,145,748. 


